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I 


In the District Court of the United States 
for the District of Columbia 


No. 86114 at Law 

Mt. Vernon Seminary, a Corporation, Plaintiff, 

vs. 

The District of Columbia, A Municipal Corporation. 

Defendant. 


United States of America, 

District of Columbia, ss: 

Be it remembered, That in the District Court of the United 
States for the District of Columbia, at the City of Washington, 
in said District, at the times hereinafter mentioned, the fol¬ 
lowing papers were filed and proceedings had, in the above- 
entitled cause, to wdt: i 

1 Declaration 

l 

I 

Filed August 3, 1935 

In the Supreme Court of the District of Columbia 

Holding a Circuit Court 

Law No. 86114 

Mt. Vernon Seminary, a Corporation^ 

3801 Nebraska Avenue, N. W., Washington, D. C. 

Plaintiff, 

vs. 

The District of Columbia, a Muncipal Corporation, 

Defendant. 

The plaintiff, Mt. Vernon Seminary, a corporation organ¬ 
ized and existing under the laws of the District of Columbia, 


1 
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DISTRICT OF COLUMBIA VS. MT. VERNON SEMINARY 


sues the District of Columbia, a municipal corporation, for 
that during the month of July, 1935, and from the time of its 
incorporation. May 19. 1933, it was and now is a corporation 
formed for and operated solely for the purpose of maintain¬ 
ing and running an educational, library, benevolent, charita¬ 
ble or scientific institution, that is, a school for girls in the 
District of Columbia, and that all of its property, both real 
and personal, is now used and since its incorporation has been 
used solely for educational purposes and for the purposes of 
the corporation; and for that none of its property, either real 
or personal, is now’ being used or has been used or can be used 
for private gain; and for that it has made claim for exemp¬ 
tion of its real property from taxation for the years 1934 and 
1935 to the proper officials of the District of Columbia; and 
that said application for exemption of its real property from 
taxation was unlawfully denied; and for that it has also made 
a claim for exemption of its personal property from taxation 
for the fiscal years ending June 30, 1934, and June 
2 30, 1935, to the proper officials of the District of Co¬ 

lumbia, and that said application for exemption of its 
personal property from taxation was also unlawfully denied; 
and for that the defendant has unlawfully assessed against 
the plaintiff for 1934 and 1935 personal property taxes on its 
tangible and intangible personal property a tax, together with 
penalties, amounting to One Thousand Thirty-three Dollars 
Eighty-five Cents (§1,033.85); and for that the plaintiff, in 
order to prevent distraint and sale of its property by the offi¬ 
cials of the District of Columbia, paid said taxes and penalties 
under protest after tax bills had been sent it and it had been 
advised by a notice appended to said tax bills that immediate 
attention to the bills w r as necessary, as the law’ required dis¬ 
traint and sale of its goods and chattels to satisfy the unpaid 
taxes and penalties. 

And for that the defendant has also unlawfully assessed 
against the real property of the plaintiff for the tax year 
1934, real estate taxes and penalties because of its failure to 
pay said real estate taxes, when the defendant claimed them 
to be due in the amount of Eleven Thousand Six Hundred 
Twenty-two Dollars Fifty-seven Cents ($11,622.57); and for 
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i 

i 

that the tax records of the District of Columbia indicate that 
on, to wit, January 15, 1935, the real estate of the said plaintiff 
was sold for nonpayment of taxes, although said property has 
never been advertised for sale; and for that the defendant 
thereafter unlawfully assessed against plaintiff for the tax 
year 1935, real estate taxes and penalties claimed to be due 
because of plaintiff’s failure to pay the 1935 real estate taxes 
levied against its property in the sum of Ten Thousand One 
Hundred Seventy-eight Dollars Thirty-six Cents ($10,178.36); 
and for that the plaintiff, in order to clear up the title to its 
property and prevent a tax sale of said property for 1935 
taxes alleged to be due, paid to the defendant under 
3 protest the sum of Twenty-one Thousand Eight Hun¬ 
dred Dollars Ninety-three Cents ($21,800.93), repre¬ 
senting the total real estate taxes and penalties levied against 
it for the years 1934 and 1935. j 

The plaintiff is a corporation, incorporated May 19, 1933. 
under Chapter 18, Subchapter 1 of the Code of Law r for the 
District of Columbia; a copy of its charter is attached hereto 
and prayed to be read as a part hereof; that it is composed 
of a body of five trustees who hold all of the property of said 
corporation for the benefit of said corporation; that under 
the by-laws of said corporation and under its charter the said 
trustees are not permitted to and cannot lawfully receive any 
benefits from the corporation by reason of their positions as 
such trustees; the law under which the plaintiff w^as incorpo¬ 
rated states that the property of the corporation mjust be held 
by the trustees solely for the purposes of education and not 
for the individual benefit of any of the trustees,| or for the 
benefit of any contributor to the endowment of the corpora¬ 
tion; and the by-laws of said corporation provide that no 
trustee may receive compensation for his services as such 
trustee. The charter, by reference to the sections of the Code 
of Law for the District of Columbia under which it is incor¬ 
porated, provides that the trustees shall faithfully apply all 
funds of the corporation to erecting, completing and main¬ 
taining suitable buildings for the corporation, and for other 
purposes allied with the purpose for w^hich it was created, 
namely, that of the operation of a girls’ school or| institution 
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of learning in the District of Columbia. Said charter further 
provides by reference to the Sections of the Code of Law for 
the District of Columbia under which it was incorporated, 
that if the trustees of the corporation shall at any time violate 
or fail to comply with the provisions of the Code of Law for 
the District of Columbia relating to the use to which 
4 the property of the corporation must be put, the Dis¬ 
trict Attorney for the United States, may, by quo 
warranto proceedings instituted in this court on behalf of the 
people, seek the forfeiture of the charter of the corporation 
and the property of the corporation to the District of Colum¬ 
bia. Since the corporation was organized, all of its property, 
both real and personal, has been used by the trustees for the 
purposes of education and the operation of the girls’ school 
or institution of learning for which the corporation was 
formed. 

Mt. Vernon Seminary, the corporation, owns and operates 
a girls’ school in the District of Columbia known as Mt. Ver¬ 
non Seminary. Its courses include regular college preparatory 
work and a junior college. Tuition and certain other charges 
are made against each student attending the school, and the 
income from the students represents the major portion of 
the income of the corporation; that any surplus left after 
paying the expenses incident to the operation of the school, 
teachers and executive salaries, maintenance and upkeep of 
the school buildings and grounds, is used by the trustees for 
the purposes of the corporation, either by curtailment of its 
capital indebtedness or for capital improvements or expansion 
of the school facilities. Since its incorporation in 1933, the 
school has also received certain gifts of money for the purpose 
of creating an endowment fund for the school, and the trustees 
are holding and investing said moneys for the purposes for 
which they were given. 

That the plaintiff, in accordance with the provisions of its 
charter, operates an educational institution or an institution 
of learning; that said corporation, or institution of learning, 
conducted by it is not operated for private gain by the Board 
of Trustees of said corporation, which Board is a selfperpet- 
uating Board; that if at any time said trustees should attempt 
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to operate said corporation or said institution of 

5 learning for private gain, the property <^f said cor¬ 
poration would, after proper proceedings, revert to and 

belong to the defendant, the District of Columbia; that if 
the Board of Trustees of said corporation should Vote to dis¬ 
solve at any time, the assets of the corporation wlould not or 
could not be distributed among any of the trustees of said 
corporation, but, upon dissolution, all of the assets of the cor¬ 
poration, both real and personal, would revert to and become 
the property of the defendant, the District of Columbia. 

For the foregoing reasons, the plaintiff has claimed that it 
is exempt from both real estate and personal property taxes in 
the District of Columbia, and the defendant, thei District of 
Columbia, has unlawfully rejected its claim for Stax exemp¬ 
tion and levied taxes against the plaintiff on both jits real and 
personal property; that it has clouded the title tp plaintiff’s 
real estate on its tax records, and that it has threatened to 
distrain and sell plaintiff’s personal property; that plaintiff 
therefore has paid to the defendant on July 31, 1935, under 
protest, the amounts claimed by the defendant as taxes and 
penalties. 

Wherefore, the plaintiff brings this suit and claims that 
there is now due and owing to it by the defendant, by reason 
of said payment of said taxes and penalties under protest, the 
sum of Twenty-two Thousand Eight Hundred Thirty-four 
Dollars Seventy-eight Cents ($22,834.78), with injterest from 
July 31, 1935, to the date of payment, besides the costs of suits. 

HOGAN, DONOVAN, JONES, HARTSON & GUIDER, 

By JOHN W. GUIDER, 
Attorneys for Mt. Vernon Semmary/Plaintiff. 

6 Plea 

i 

Filed November 1, 1935 | 

* * * * * * j * 

i 

Comes now' the defendant, by counsel, and for a plea to 
the declaration herein filed, admits that the plaintiff during 
the month of July, 1935, and from the time of its incorpora- 
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tion, May 19, 1933, was and now’ is a corporation formed solely 
for the purpose of maintaining and running an educational 
institution, that is, a school for girls in the District of Colum¬ 
bia, but defendant denies that said corporation has been op¬ 
erated solely for educational purposes and defendant denies 
that the plaintiff corporation was formed for or has ever at 
any time been operated as a library or benevolent or chari¬ 
table or scientific institution, and on the contrary defendant 
says that the said corporation operates an expensive and ex¬ 
clusive private school for girls, and says that the said corpo¬ 
ration has an investment of over $700,000 in its educational 
plant and equipment, and defendant says that said school em¬ 
ploys a total of to wit; thirty-five teachers and executive 
assistants and a large number of other employees and servants, 
and defendant says that the student body of said school is 
limited to that class of persons who are able to meet the social 
and other requirements of said school and who are financially 
able to pay the rates charged by said school, and defendant 
says that by reason of the rates charged by said school and 
the other restrictions upon admissions imposed by said school 
the student enrollment of said school notwithstanding its in¬ 
vestment as aforesaid during the school year 1933-1934 w’as, 
to wdt: one hundred and three pupils, and during the school 
year 1934-1935 the student enrollment of said school w’as, to 
wit: one hundred and tw’enty-four pupils; and defendant says 
that the great majority of the students of plaintiff are 

7 not residents of and/or taxpayers in the District of 
Columbia, and defendant denies that the benefits of 

said school are available to the public generally or to any per¬ 
son w’ho is not in a financial position to pay the rates charged 
by said school; defendant denies that all of the property of 
plaintiff is now* used and since its incorporation has been used 
solely for educational purposes, and on the contrary defendant 
says that the plaintiff corporation engages for corporate pri¬ 
vate gain in a large number of non-academic activities, and 
that the plaintiff receives substantial profits from said non- 
academic activities; defendant denies that none of the prop¬ 
erty of plaintiff either real or personal, has been used or can 
be used for private gain, and on the contrary defendant says 
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that all of the property of plaintiff, both real and personal 
can be and is used for the private gain of plaintiff ; defendant 
admits that the plaintiff has made claim to the proper officials 
of the District of Columbia for exemption of the property of 
plaintiff from taxation by the defendant for the! years 1934 
and 1935; defendant admits that said application for exemp¬ 
tion of property of plaintiff was denied by the defendant, but 
defendant denies that said exemption of the property of plain¬ 
tiff was unlawfully denied; defendant denies that the defend¬ 
ant has unlawfully assessed against the plaintiff for 1934 and 
1935 personal property taxes on the tangible and intangible 
personal property of plaintiff, but defendant admits that it has 
assessed personal property taxes against the personal property 
of plaintiff in the sum of $1,033.85, including penalties; de¬ 
fendant admits that the plaintiff has paid, under i protest and 
threat of distraint, the said personal property taxes so assessed 
by defendant in the sum of $1,033.85; 

Defendant denies that defendant has unlawfully assessed 
against the real property of the plaintiff real estate 
8 taxes and penalties thereon; defendant admits that it 
assessed real estates taxes against the real property 
of plaintiff in the sum of $11,622.57, including penalties, for 
the tax year 1934; defendant admits that it assessed real estate 
taxes against the real property of plaintiff in the Sum of $10,- 
178.36 for the tax year 1935; defendant admits thp,t the plain¬ 
tiff paid the said real estate taxes and penalties for the tax 
years 1934 and 1935 under protest and to prevent a tax sale 
of its said property; 

Defendant admits that the plaintiff is a corporation, incor¬ 
porated May 19, 1933, under Chapter 18, Subchaser 1 of the 
Code of Law for the District of Columbia; defendant admits 
that plaintiff is composed of a body of five trusties who hold 
all of the property of said corporation for the benefit of said 
corporation; defendant admits that under thd by-laws of 
plaintiff and under the charter of plaintiff the said trustees 
of plaintiff are not permitted to receive any benefits from the 
corporation by reason of their positions as such trustees; but 
defendant avers that four of the trustees of plaintiff have 
invested their funds in plaintiff, and that said trustees receive 
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interest on their said investments which said interest is paid 
out of the income of plaintiff; defendant says that it is not 
called upon to answer the purported summary or digest of the 
laws in force in the District of Columbia, contained in the 
declaration, and for greater certainty refers to the Acts of 
Congress referred to; defendant denies that since the plaintiff 
corporation was organized, all of its property, both real and 
personal, has been used by the trustees for the purpose of 
education and the operation of the girls’ school or institution 
of learning for which the plaintiff corporation was formed; 

Defendant admits that plaintiff corporation owns and 
operates a girls' school in the District of Columbia 

9 known as Mt. Vernon Seminary, defendant admits 
that the courses taught at the school operated by the 

plaintiff include regular college preparatory work and a junior 
college; defendant admits that tuition and certain other 
charges are made against each student attending the school 
operated by plaintiff, and defendant says that during the 
school year 1934-1935 the said school charged fees at the rate 
of S1S00 per school year for board and tuition and in addition 
charged other fees for other services and accommodations 
furnished by said school; and defendant says that during the 
school year 1935-1936 the said school charges fees at the 
rate of SI500 per school year for board and tuition in addition 
to other fees for other services and accommodations furnished 
by said school to its students; and defendant admits that the 
income from the students of plaintiff represents the major 
portion of the income of the plaintiff; defendant admits that 
any surplus left in the hands of plaintiff after paying the ex¬ 
penses incident to the operation of the school, teachers and 
executive salaries, maintenance and upkeep of the school 
buildings and grounds, is used by the trustees for the purposes 
of the corporation, either by curtailment of its capital indebt¬ 
edness or for capital improvements or expansion of the school 
facilities, and defendant denies that any of said uses of the 
income of plaintiff in any way inures to the benefit of the 
District of Columbia, and defendant denies that any of said 
uses of the income of the plaintiff in any way inures to the 
benefit of the residents and taxpayers of the District of Co- 
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! 

lumbia, except such of such residents and/or taxpayers who 
are desirous of attending or of having their daughters or other 
persons dependent upon them attend said school, ahd who are 
financially able to pay the rates charged by said school, and 
defendant denies that any of the said uses of the! income of 
the plaintiff in any way relieves the District of Colum- 

10 bia of any burden which it otherwise would be obliged 
to bear, or in any way relieves the other! taxpayers 

of the District of Columbia of any burden; 

Defendant admits that the plaintiff conducts an j institution 
of learning; defendant admits that the institution of learning 
conducted by plaintiff is not operated for the private gain of 
the Board of Trustees of said corporation, but defendant says 
that the conduct by plaintiff of said institution results in gain 
to the plaintiff corporation, and defendant says that none of 
the said gain is used for any public or charitable purpose; 
defendant denies that if at any time said trustees! should at¬ 
tempt to operate said corporation or said institution of learn¬ 
ing for private gain, the property of said corporation would, 
after proper proceedings, revert to and belong to the defend¬ 
ant, District of Columbia. Defendant denies that if the 
Board of Trustees of plaintiff should at any time vote to dis¬ 
solve said corporation, the assets of the said corporation, both 
real and personal, would revert to and become tl^e property 
of the District of Columbia. Defendant denies tliat it is in¬ 
debted to the plaintiff in the sum of $28,834.78, or ip any other 
sum. 

E. BARRETT PRETTYftlAN, 
Corporation Counsel , D. C. 
CHESTER H. GRAY, | 

Assistant Corporation Counsel, D. C. 

11 Stipulation of Facts \ 

Filed May 5, 1937 I 

i 

* * * * * ♦ I * 

! 

It is hereby stipulated by and between counsel for the par¬ 
ties hereto that the witnesses in this case would! testify in 
substance as follows, and counsel for both parties specifically 
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reserve the right to object to the admissability. materiality 
and relevancy of any of the statements herein set forth: 

Mount Vernon Seminary, a District of Columbia corpora¬ 
tion, was incorporated under subchapter 1 of chapter 18 of 
the Code of Law for the District of Columbia on May 19, 1933. 
A certified copy of the charter is appended hereto, and marked 
Exhibit 1. 

The Corporation owns and operates a private school for 
girls and young ladies at 3801 Nebraska Avenue, Northwest, 
Washington, District of Columbia. Shortly after its forma¬ 
tion, certain taxes were assessed against its real property and 
its personal property. A claim for tax exemption was filed 
with the Commissioners of the District of Columbia. After 
consideration, that claim for exemption was denied, and after 
that, the Corporation paid real estate and personal property 
taxes for the fiscal years ending June 30, 1934 and June 30, 
1935. These taxes were paid under protest and threat of dis¬ 
traint, and thereafter, this suit was filed to recover back those 
taxes. 


History of Mount Vernon Seminary 

Mount Vernon Seminary, also known as Mrs. Somers’ 
School, started in 1875. At that time it was operated by Mrs. 
Elizabeth J. Somers. It was unincorporated. It continued to 
operate in this manner until approximately 1916. Its first 
school building was located at 204 F Street, Northwest. Later, 
the school moved to a building at 11th and M Streets, North¬ 
west. Mrs. Somers operated a private school for girls 
12 and young ladies. The tuition rates charged during 
the various periods that Mrs. Somers was operating 
the school are set out hereinafter. 

In 1916 plans were formulated to incorporate Mount Ver¬ 
non Seminary. 


Mount Vernon Seminary, Inc . 

(Incorporated under the laws of Virginia, 1916) 

In 1916 Mrs. Adelia Gates Hensley, Miss H. Grace Brouse, 
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11 


Miss Katherine E. Hill, and Miss Jean Dean Cole, all of 
whom had been connected with Mrs. Somers’ school for a long 
period of time, formed a corporation under the laws of Vir¬ 
ginia, known as Mount Vernon Seminary, Inc. This was a 
stock corporation. The charter provided for the ^ssuance of 
two hundred and fifty (250) shares of stock. Fifty (50) shares 
were held as treasury stock and never issued. Fifty (50) 
shares were issued to each of the four incorporators. Im¬ 
mediately after the formation of the corporation, pid the is¬ 
suance of the stock, the four incorporators entered into a 
mutual agreement whereby they declared that in order to 


insure the fulfillment and purpose of Mount Vernoii Seminary, 
Inc., they agreed in effect that they would hold the stock in 
the corporation for life only, and that it would nqt revert to 
their estates upon their deaths. This agreement was amended 
September 1, 1921. A copy of said agreement is attached 
hereto, and made a part hereof by reference. In addition, a 
copy of Article 15 of the By-Laws of the Virginia corporation 
is attached hereto and made a part hereof by reference. (Ex¬ 


hibits 2 and 3). 

This new corporation was given by Mrs. Somers the good 
will of Mount Vernon Seminary, and the right to use that 
name for the school which it proposed to operate.j This was 
its only asset. Mrs. Somers conveyed to it a trict of land 
consisting of twelve and one-half (12%) acres fronting on 
Nebraska Avenue, Northwest, this city, and took in 
13 consideration thereof second trust notes of the corpora¬ 
tion in the sum of $72,000, representing the amount 
she had expended for the land. The American Security and 
Trust Company of this city made a building loan j to the cor¬ 
poration in the sum of $150,000, secured by a first trust on the 
land and on the building to be erected. The balance of the 
money necessary to erect its building and equip it was raised 
by loans to the corporation by the alumnae and friends of 
Mount Vernon Seminary, or Mrs. Somers’ School. From 
time to time during the early years the four incorporators 
loaned money to the school. All of these loans were evidenced 
by promissory notes bearing interest at 6% per annum, with- 
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out further security. Interest payments were 

made from in- 

come. By years, these loans were as follows: 


Loans by Friends 

Loans by 

Repayments to 


and Alumnae 

Incorporators 

Incorporators 

1916 

S 44.500 

S S.000 

$ 

1917 

24.SOO 

24.750 


191S 

13.250 

5.000 


1919 




1920 

900 

12,000 

4.500 

1921 


20.000 

6.000 

1922 


20.000 

9.250 

1923 


2.000 

12.000 

1924 




1925 




1926 



16.000 

1927 



5.500 

192S 




1929 

10.000 



Total .... . 

_ $ 93.450 

S 91.750 

S 53.250 

Total repaid to 




Friends and 




Alumnae _ . . 

- S 76.450 



Total repaid to 




Incorporators_ 

— 

53.250 


Total due prior to 




1933 

$ 17.000 

S 38.500 



The balance of $38,500 due the Incorporators was repre¬ 
sented by unsecured promissory notes of the corporation held 
by Miss Brouse in the amount of $15,000, Miss Cole in the 
amount of $12,000. and Miss Hill in the amount of 
14 $11,500. These notes bear interest at the rate of 6% 

and except for one or two semi-annual interest pay¬ 
ments, the interest has regularly been paid thereon. In the 
instances excepted, because of financial stringency of the cor¬ 
poration, the holders of the notes agreed to have the interest 
payment added to the principal amounts of the notes. 

An application was filed with the Bureau of Internal Rev¬ 
enue for exemption from Federal Income Taxes, on the 
ground that the Corporation was operated exclusively for the 
purpose of education and that no part of its net earnings 
inured to the benefit of any private shareholder or individual. 
In 1923, or shortly thereafter, the Commissioner of Internal 
Revenue ruled that the corporation w*as exempt from the pay¬ 
ment of Federal Income Taxes and Capital Stock Taxes. 

In 1923 Adelia Gates Hensley, one of the incorporators, 
died. She left a will naming the American Securitv and Trust 
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Company executor. She left her estate in trust during the 
life of her husband, and then disposed of the corpus of her 
estate to certain of her heirs. In 1929 her husband died. The 
American Security and Trust Company, as trustee, was ready 
to make distribution of her estate. The heirs entitled to the 
residuum contended that the fifty (50) shares o£ stock of 
Mount Vernon Seminary, Inc. belonged to them. The Cor¬ 
poration contended that the shares would revert to it. There¬ 
upon, the American Security and Trust Company as trustee 
filed a bill of interpleader in this court, which is case No. 
Equity 50268, asking for instructions as to the disposition it 
should make of this stock. After a protracted hearing, Mr. 
Justice O’Donoghue of this court ruled that the stpck of Mrs. 
Hensley in Mount Vernon Seminary, Inc. reverted to the 
corporation upon her death, and that she merely held a life 
interest in it. A copy of the findings of fact in thAt case and 
the decree of this court are attached hereto and marked Ex¬ 
hibits C and D, respectively. 

15 No claim for exemption from District of Columbia 

real estate or personal taxes was ever filed by Mount 
Vernon Seminary, Inc., the Virginia corporation} It paid 
District of Columbia real estate and personal taxes from the 
date of its incorporation until 1933. 

In the fall of 1932 and 1933 the surviving incorporators 
consulted counsel as to how they could avoid any fikrther con¬ 
troversy over ownership of stock in Mount Vernon Seminary, 
Inc. During the trial of the case above referred to a question 
was raised as to what would become of Mount Vernon Semin- 
ary, Inc. upon the death of the last survivor, and in that no 
provision had been made for the reissuance of the stock after 
its reversion to the corporation. The three incorporators 
sought the advice of counsel as to the best way to avoid any 
controversy over the disposition of the school property after 
the death of the last survivor of them. They were advised by 
counsel, Messrs. Hogan, Donovan, Jones, Hartson & Guider, 
that in the opinion of counsel the best way to Accomplish 
their purpose was to reincorporate under the laws of the Dis¬ 
trict of Columbia as a non-stock corporation, ^They were 
further advised that in the opinion of counsel if thby did this 
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that they would forever give up any right to the property of 
Mount Vernon Seminary and were told that if the corporation 
ever ceased to operate as a school, the property of the cor¬ 
poration w'ould escheat to the District of Columbia. They 
w’ere also told by counsel that if they reincorporated in the 
manner suggested, the property of the school would be en¬ 
titled to exemption from real estate and personal taxes in the 
District of Columbia, and that it also would be exempt from 
Federal Income Tax. The difference between incorporating 
under subchapters 1 and 3 of chapter 18, w'as explained to 
them by counsel. After consideration, they elected sub- 
chapter 1 as the type of corporation they wanted, because 
they felt that the provision contained in Section 577 to the 
effect that the property of the corporation could 
16 not be held for the individual benefit of “themselves 
or any contributor to the endowment thereof” was a 
statutory declaration of their purpose and would effectually 
aid them in raising an endowment fund for the school. After 
consideration, it was decided to form a District of Columbia 
corporation, and convey all of the property of the Virginia 
corporation to the District of Columbia corporation. Counsel 
was retained to carry out this plan. 

No dividends were ever declared on the stock of Mount 
Vernon Seminary, Inc., the Virginia corporation. As pre¬ 
viously stated, the Virginia corporation began its existence 
with no tangible assets. In 1933, it transferred to the newly 
formed District of Columbia corporation tangible assets, the 
net value of wdiich, after full allowance for all liabilities, w*as 
conservatively estimated at 8475,000. The greater part of 
this gain in tangible worth had resulted from the operation 
of the school for girls and young ladies in the District of Co¬ 
lumbia. but a substantial part had been received as gifts and 
donations from Alumnae and other friends of the school, upon 
the representation that no gift would ever inure to the benefit 
of any individual, except for services rendered or except in 
instances of financial assistance to worthy students in need 
thereof. 

From time to time as the need therefor became apparent, 
additional land w^as purchased in order that the school might 


I 
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have the facilities necessary for the athletic and recreational 
activities of the students. Substantially all of the n$t financial 
gain of the old corporation was applied to the indebtedness 
of the corporation for land and buildings. 

Following the transfer of its assets to the new corporation, 
the old corporation became inactive and was finally dissolved 
on February 26, 1935. At no time was any distribu- 
17 tion of any sort made to the stockholders of Mount 
Vernon Seminary, Inc., either prior to, at t}ie time of, 
or following its dissolution. When dissolved, the corporation 
had no assets whatever and all of its liabilities had been as¬ 
sumed by Mount Vernon Seminary, the District ofj Columbia 
corporation. Creditors of the old corporation had accepted 
the obligation of the new corporation and had relinquished 
their claim against the old corporation. In each instance of 
such substitution of indebtedness, the obligation assumed by 
the new corporation was identical in nature, amount and char¬ 
acter with the obligation for which it was substituted. 

Mount Vernon Seminary 
(District of Columbia Corporation) 

In the spring of 1933 Miss H. Grace Brouse, Mftss Katha¬ 
rine E. Hill, and Miss Jean Dean Cole, Mrs. Mafjorie Post 
Davies (formerly Marjorie Post Hutton) and John W. Guider, 
as incorporators and trustees formed Mount Verhon Semin¬ 
ary, a District of Columbia corporation. The certificate of 
incorporation was issued May 19, 1933. On May 2j), 1933 the 
stockholders and directors of Mount Vernon Seminary, Inc., 
the Virginia corporation, agreed to offer the Modnt Vernon 
Seminary, the District of Columbia corporation, alf of its as¬ 
sets, provided, however. Mount Vernon Seminary would 
assume all of its liabilities. A copy of the minutes of the 
meeting of the stockholders of Mount Vernon Seminary, Inc., 
is attached hereto and made a part hereof by reference and 
marked Exhibit E. The same day there was a meeting of the 
trustees of the new corporation and it was agreed to take over 
all of the assets and liabilities of Mount Vernon Seminary. 
Inc. Except as stated above, no consideration oij any kind 
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passed to the stockholders of Mount Vernon Seminary, Inc., 
for the transfer. After the transfer, Mount Vernon Seminary, 
Inc., was left without any assets whatsoever. The 

18 Virginia corporation by deed conveyed all of its real 
estate to the District of Columbia corporation. The 

holders of the deed of trust notes of the Virginia corporation 
surrendered those notes marked cancelled and took in lieu 
thereof notes of the District of Columbia corporation. The 
holders of unsecured promissory notes of the corporation sur¬ 
rendered them and took in lieu thereof notes of the new cor¬ 
poration in the same amounts. Bill of Sale, a copy of which 
is attached hereto and marked Exhibit F was executed by the 
President of the old corporation, which Bill of Sale conveyed 
to the new corporation all of its personal property. 

The school year covers approximately eight calendar months 
and all salaries and perquisites are computed on the basis of 
the school year. 

Miss Brouse, one of the trustees of Mount Vernon Semin¬ 
ary, has been connected with the school for over fifty years, 
and w’as continuously employed by the school for nearly fifty 
years. She has never received any compensation as trustee. 
For services rendered the school during the years 1934 and 
1935 she received a salary of 81,000 per school year of approxi¬ 
mately eight months. In addition, she received annual inter¬ 
est payments of 8925.80 on her loan to the school, which loan 
was made to the Virginia corporation in its early days. She 
did not receive any other moneys or benefits from the school 
either directly or indirectly. 

Miss Katharine E. Hill, one of the trustees, has been con¬ 
nected with Mount Vernon Seminary for approximately 
forty-one years. She has never received any compensation 
for her services as trustee. During the years 1934 and 1935 
she received a salary of SI,350, plus room and board. (Value 
of room and board is considered to be 8400 per year and is 
reported at this figure for Income Tax purposes), for services 
rendered the school. In addition, she received annual 

19 interest payments of 8709.72 on her loan to the cor¬ 
poration, which loan was made to the old corporation 

in its early days, and the liability for which was assumed by 
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the new corporation. She did not receive any other moneys 
or benefits from the school either directly or indirectly. 

Miss Jean Dean Cole has been connected with Mount 
Vernon Seminary for thirty-two years. She has never re¬ 
ceived any compensation for her services as trustee. During 
the years 1934 and 1935 she received a salary as Headmistress 
of the school of $3,375 per year, plus a home at Gatesly, a 
house on the school campus, and board. Gatesly] is referred 
to as the “Headmistress 7 House”. She also has her office there. 
In addition, Miss Cole received an annual interest payment 
of $740.56 on the indebtedness of the corporation to her as 
evidenced by its promissory note. Miss Cole loaned the old 
corporation money during its early years. She did not receive 
any other moneys or benefits from the school either directly 
or indirectly. 

Mrs. Marjorie Post Davies (formerly Marjorie Post Hut¬ 
ton) is an alumna of Mount Vernon Seminary, arid has since 
her graduation been interested in the affairs of the school. 
She has never received any money for services as Trustee. 
On the contrary, since the formation of the corporation in 
1933, she has in one form or another given many gifts to the 
school. In addition, on June 2, 1933 in order to aid the school 
over a financial crisis she loaned the school $lt),000. The 
corporation gave her its promissory note for this sum. Mrs. 

Davies has never charged the school any interest bn this loan. 
She has never received any money of any kind qr any other 
financial benefit either directly or indirectly from the corpora¬ 
tion. 

John W. Guider, one of the trustees of Mount Vernon Sem¬ 
inary, is a Washington attorney, who became interested in 
Mount Vernon Seminary as a result of hjis represen- 
20 tation of the school during the controversy over the 
ownership of the fifty shares of stock in the old cor¬ 
poration claimed by the heirs of Mrs. Hensley. He has never 
received any compensation for his services as trustee. During 
the year 1934 and 1935 he did- not receive any compensation 
of any kind from the corporation. 
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Operation of Mount Vernon Seminary 

Mount Vernon Seminary operates a school for girls and 
young women. Its courses cover four forms, that is, four 
years of high school training, and two years of junior college. 
In the forms there are two courses given; the first is designed 
to prepare the girls for college entrance, and the other is de¬ 
signed to equip in the best way possible those girls who do not 
intend to go forward to one of the major colleges. In the 
junior college there are also two courses given, one designed 
to prepare those young women who intend to enter the third 
year of college from Mount Vernon Seminary, and the other 
is designed to equip in the best w*ay possible those students 
who do not intend to go beyond the two years of college w’ork 
given at Mount Vernon Seminary. 

Mount Vernon Seminary's chief source of income is from 
tuition. It has a slight amount of income from investments, 
and from time to time it receives gifts and donations. At the 
present time the alumnae have undertaken a very compre¬ 
hensive and active drive to create an endowment fund. The 
announced purpose of this endowment fund, is, first, to create 
scholarships for worthy girls, and, second, to provide pensions 
for teachers who have served the school over a long period, and 
because of old age or illness are no longer able to perform their 
duties, and thirdly, to receive accreditation on the list of ap¬ 
proved junior colleges issued by the National Association of 
Junior Colleges. 

During the two years involved in this suit, the corporation 
paid a total of $2,000 a year to retired teachers, as a 
21 pension, out of income. 

During the school years 1933-1934 the school 
charged for tuition and board and room the sum of $1,800, 
plus extras. The next year this charge was temporarily 
dropped to $1,500, because of the financial stringency of the 
times. The school has a number of day students who do not 
board at the school and the tuition for these students during 
these years was $400. All of the income which the corporation 
received is used for the purpose of operating the school, main¬ 
taining the buildings and grounds of the school, buying food 
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and other necessities for those students and teachers who live 
at the school, equipping the classrooms, laboratories, etc., 
making necessary additions to the school library, ^nd making 
the required payments of interest and principal oh the capital 
indebtedness of the corporation. 

Shortly after its formation, Mount Vernon Seminary ap¬ 
plied for a ruling from the Commissioner of Internal Revenue 
as to whether or not it was exempt from Federal Income Taxes, 
and whether or not gifts or donations to the school were de¬ 
ductible by individual donors in arriving at their taxable net 
income. There is attached hereto an Exhibit marked G, copy 
of an affidavit of Miss Cole filed in support of the| request for 
a ruling as to the tax exemption status of the corporation. On 
June 21, 1935, the Commissioner of Internal Revenue ruled 
that Mount Vernon Seminary was exempt from taxation and 
that contributions to it were deductible by individual donors. 
A photostatic copy of the ruling of the Commissioner of In¬ 
ternal Revenue is attached hereto and marked Exhibit H. 

Later on, the Commissioner of Internal Revenue ruled that 
Mount Vernon Seminary was exempt from Social Security 
taxes. A copy of the Deputy Commissioner’s ruling 
22 on this point is also attached hereto and (marked Ex¬ 
hibit I. 


Qualifications for Admission 

When a prospective student applies for admission to Mount 
Vernon Seminary, that prospective student fills out a prelim¬ 
inary application, a copy of which is attached hereto, and 
made a part hereof by reference. (Exhibit 4.) When that 
application is received, the information given j thereon is 
checked by the Registrar of the school. In so fair as can be 
done, the girl’s background is ascertained. An attempt is 
made to find out the girl’s home environment and pome train¬ 
ing, her attitude toward her school work, and whether or not 
she is cooperative. Letters are addressed to the former schools 
which the prospective student attended, with the Request that 
that school furnish Mount Vernon Seminary a listl of the sub¬ 
jects studied and the grades attained in those studies, and a 
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transcript of her school record. In addition, an attempt is 
made to find out the results of any intelligence tests or achieve¬ 
ment tests which the girl has taken. 

An attempt is also made to ascertain the credit standing of 
the prospective student’s parents in order to ascertain their 
ability to pay the bills which the school will render. If possi¬ 
ble, an interview with the prospective student is sought. 

When the foregoing information is at hand, the Committee 
on Admissions consisting of Headmistress of the school, the 
Registrar and the head of the Academic Department deter¬ 
mine whether or not the applicant is qualified to carry on the 
work that will be expected of her at the school, and whether 
or not she will be accepted. 

Mount Vernon Seminary provides for its students the 
training necessary for further and more advanced study after 
completing their work there. A large percentage of the stud¬ 
ents of the preparatory school, upon completing their 
23 course, take the examinations of the College Entrance 
Examination Board. This Board, appointed by the . 
major colleges of the United States, determines whether or not 
candidates for admission to colleges and universities possess 
the training and knowledge necessary for admission. 

Many of the students who complete their junior college 
course at Mount Vernon Seminary transfer to major colleges 
for the conclusion of their college work. All of the major col¬ 
leges accept the successful completion of the Mount Vernon 
Seminary junior college course as a satisfactory qualification 
for admission to the third or junior year at a major college. 
At any given time there are in the major colleges a substantial 
number of students who took the first two years of their col¬ 
lege work at Mount Vernon Seminary. 

Mount Vernon Seminary attempts to maintain a high 
scholastic standard. For this reason an effort is made to ac¬ 
cept as pupils only those who have indicated high scholastic 
qualifications. In the annual catalogue issued by Mount Ver¬ 
non Seminary prospective students and their parents are told: 

“The school wishes to accept only those students who 
desire to maintain conscientious standards of scholar¬ 
ship and the integrity and behaviour in her daily life 
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that befits the gentlewoman. The courses in the Pre¬ 
paratory School are planned for normal students and 
it is strongly advised that parents should not enter girls 
who are not able to carry a regular course. Applica¬ 
tions should be made as many years in advance as 
possible.” 

No discrimination is felt or permitted by th6 faculty of 
Mount Vernon Seminary toward any applicant for admission 
or toward any pupil because of her financial or social position. 
If, upon investigation, it appears that an applicant for ad¬ 
mission is financially unable to bear the charges of the school, 
the prospective pupil will not be accepted unles^ that pros¬ 
pective pupil applies for and is granted a scholarship. 
24 To the greatest limit permitted by its financial posi¬ 
tion and by sound financial policies, Mobnt Vernon 
Seminary endeavors to assist worthy girls not abl$ to pay the 
charges regularly made at the school. A numbeC of scholar¬ 
ships or financial concessions to worthy students are made each 
year. In 1933 and through 1934, and up to the present time, 
the alumnae of the school have been engaged in the raising of 
an endowment fund, one of the major purposes of which is to 
provide financial assistance to worthy candidates for admis¬ 
sion to the school. 

The school catalogues which state the requirements for ad¬ 
mission to the preparatory school and junior college are at¬ 
tached hereto and made a part hereof by reference. A folder 
prepared by the school containing pictures of the school build¬ 
ings and grounds is also attached hereto. (Exhibit^ 5, 6, 7, 8.) 

! ■ 

Financial Operations 

Attached hereto are copies of reports covering the audits 
of the books and accounts of the Mt. Vernon Seminary for 
the fiscal years ending in 1933, 1934, 1935, as prepared and 
certified by Peters, Smith and Company, Certified Public Ac¬ 
countants, Washington, D. C. These exhibits are respectively 
designated as J, K, and L. They represent a true statement 
of the financial conditions and operations of Mt. Vernon 
Seminary for the periods covered. Exhibit J, the report cov¬ 
ering the period July 1, 1932, to June 30, 1933, makes no espe- 
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cial recognition of the fact that the assets of the Virginia 
corporation were transferred to the new corporation some 
thirty days before the end of the period covered by the report. 
No final accounting of the books of the old corporation was 
made at any time during the year covered by the report, the 
books and accounts of the old corporation merely being carried 
forward as the books and accounts of the new corporation 
after the transfer of assets and the assumption of 
25 operations by the new corporation. In fact, the finan¬ 
cial statement of June 30, 1933, represents a substan¬ 
tially accurate picture of the condition of the old corporation 
at the moment its assets were transferred to the new corpo¬ 
ration, since practically all of its income for the year had been 
received prior to the date the assets were transferred, and 
since approximately 98% of the expenditures for the year had 
been made prior to the transfer of the assets. 

For the year 1933-34 the total annual income of Mount 
Vernon Seminary from all sources was 8162,836.26. of which 
8155,466.97 was derived from tuition fees and charges; 8352.62 
was derived from income from investments; 87,016.67 was 
derived from “non-academic income” referred to hereinafter. 

The net income of the school for that year was 85,783.25, 
the total operating expenses having amounted to 8157,053.01. 
The operating expenses included depreciation items of 897.18 
on the school library; 89,523.76 on furniture and fixtures, and 
810,983.28 on buildings. 

There is no specific item showing the curtailment made on 
capital indebtedness during the year covered by the report, 
which amounted to 815,399.00, and which the corporation 
was obligated to meet. This curtailment of capital indebted¬ 
ness is reflected by the balance sheet of the corporation, as 
compared with the balance sheet for the previous year, but 
is not a part of the statement of profit and loss. 

During the second year in question, 1934-35, the total 
annual income of Mount Vernon Seminary from all sources 
was 8186,103.66, of which 8176,498.56 was derived from tui¬ 
tion fees and charges; 88,295.01 was derived from “non- 
academic income,” and 81,310.09 was derived from income 
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from investments and discounts of bills, the latter 

r 

26 having been extended to the school in consideration 
of the payment of cash within a specified period. 

The total operating expenses of the school fo? the period 
amounted to $181,261.88, leaving a net balance bf $4,841.78 
in excess of operating charges. For the year in question the 
operating expenses included depreciation items qf $60.13 on 
the school library; $9,541.76 on furniture and fixtures, $11,- 
273.92 on buildings, and $131.04 on automobiles. I 

During that year, as shown by the reductions in the items 
“Mortgages Payable” and “Notes Payable.” as compared with 
the balance sheet for the previous year, the sum of $9,500 w T as 
paid toward the reduction of capital indebtedness! 

There appears in the annual statements for each of the two 
years an item. Publicity Account. For the year 1933-34 this 
expense is shown to be $1,581.85. For the yeaif 1934-35 it 
amounted to $2,557.50. In both years the charge covered the 
traveling expenses of a representative of the school, and her 
salary at $200.00 per month during the period which she was 
engaged. Her duties consisted of calling upon alumnae and 
interviewing prospective pupils and their parents in various 
parts of the country. In brief, the function of this represen¬ 
tative of the school was to interest young women ih the school 
and in general to promote the welfare of the school by increas¬ 
ing its enrollment. During the two years in question there 
was expended for catalogues the amounts o $11,038.96 and 
$1,238.53 respectively. There was also spent for advertising 
in magazines the amounts of $174.78 and $89.00 Respectively. 

“ Non-academic Income ” 

This phrase is found in the financial statements. Exhibits 
J, K, and L, appended hereto. The financial statements were 
not especially prepared for use in this proceeding, |but in form 
are the same as those regularly prepared for many years prior 
to 1933, by the firm of Certified Public Accountants 

27 wdio audit the accounts of the school. The schedule 
of non-academic income and expenses is a; schedule of 

the direct income and the direct expenses of the various de- 
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partments listed. Xo part of the regular charge made for 
tuition and board on the one hand, or of the administrative 
and overhead expenses on the other, are reflected by Schedule 
“a” in the 1934 statement, or by Schedule “a” in the 1935 
statement. For example, in Schedule “a” of the 1934 state¬ 
ment, it appears that the income of the infirmary, the first 
item was $3,129.75, and that the expense of the infirmary was 
$537.01, leaving a “Net Profit” $2,592.74, or a percentage of 
profits to gross income of 82.84%. In the statement of Profit 
and Loss found in the same Exhibit, it will be found that 
there is an item under the heading “Expenses”, for salaries 
to persons employed in the infirmary of $2,025.04. This item 
represents the salaries of two nurses who w^ere employed in the 
infirmary. Xo allocation is made in the schedule of Income 
and Expenses for the infirmary of that part of the salaries of 
the administrative officials of the school for the time spent 
by them on matters relating to the infirmary. Similarly, no 
allocation is made to the infirmary of the w T ages of any of the 
staff, part of whose employment consists of work done in the 
infirmary. Xo effort has been made to reflect in the schedule 
the charge that would be proper as an allocation of such gen¬ 
eral expenses as heat, maintenance, repairs, interest on mort¬ 
gage, or other expenses of a general nature. 

Similarly, in the enumeration of expenses, items will be 
found ih the 1934 financial statement showing expenses of the 
laundry of $2,574.81, which expenses are carried in an en¬ 
tirely separate account from the items listed in the schedule 
of non-academic income and expenses, which shows a “net 
profit” of $109.58 for “students’ extra laundry.” In connec¬ 
tion with every department listed in the schedule of 
28 non-academic income and expense, the school has ren- 
' dered services, or has provided facilities, or has done 
both of these things, at an expense which has never been 
determined or ascertained. 

All of the activities in question are operated solely for the 
benefit of pupils at the school, either as a convenience or as 
an incident to regular school activities. At no time in the 
history of the school has it been either the purpose or the 
policy of the management of the school to derive a profit from 
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any of the activities or departments listed in the schedule of 
“non-academic income and expenses.” 

i 

Chapel 


In May, 1925, on the occasion of the Golden Jiibilee of the 
school, the former students of Mt. Vernon Seminary presented 
to the school a Chapel, the cost of which was approximately 
$95,000, exclusive of the land upon which it was built. This 
Chapel was consecrated by Bishop Hamilton of th£ Methodist 
Episcopal Church in May, 1925, and has been regularly used 
for religious services since that time. During the; school year 
an undenominational service is conducted each Sunday morn¬ 
ing by some prominent clergyman invited for the occasion, 
and morning services are held daily. 

Included in the taxes paid, and recovery of whi<ph is sought 
in the present suit, were payments of $1,226.54 for 1934, and 
$1,113.08 for 1935, assessed against this building, alnd the land 
upon wdiich it stands. The said land contains no other im¬ 
provements. 

The chapel is also used when recitals, lectures, commence¬ 
ment exercises and other large school functions are held. 


Headmistress’ House 

! 

In 1922, a headmistress’ house was built on the campus by 
Mrs. Adelia Gates Hensley, who, at her! death, be- 
29 queathed the home to the school, together with its 
furnishings. For many years, including the years 
1933, 1934, and 1935, this building has been occupied by the 
headmistress. Two other members of the faculty have also 
been provided with living quarters in this building, and the 
administrative office of the headmistress has likewise been 
located there. 


Other Gifts 

From time to time, prior to 1933. other gifts an^l donations 
have been made to the school, upon the representation of the 
responsible authorities at the school that no part of such gift 
would ever inure to private benefit or to the enrichment of 
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any individual. A majority of those who have made donations 
to the school in the past have made inquiry as to whether a 
gift w’ould inure to the benefit of any individual, and for a 
great many years prospective donors have consistently been 
advised that no individual would ever derive a personal or pri¬ 
vate gain from the operation of the school, except in payment 
for services rendered, or except w T here financial assistance was 
extended to a student in need thereof. 


Tuition 

The chief source of income of the school is from tuition. 
Tuition' charges, during the operation of the school under the 
management of Mrs. Somers and under the two corporations, 
has been as follows: 

Under Mrs. Elizabeth J. Somers’ management, from 1875 
to 1916: 


Boarding Pupils 


Day Pupils 

In 1877 

S 500.00 per year 


S 40.00 per year 

1S83 

600.00 “ 



1SS8 

750.00 “ 



1S91 

900.00 “ 

1S89 

100.00 “ 

1900 

975.00 “ 

1904 

225.00 “ 

1901 

1.000.00 “ 



190S 

1.000.00 “ 



Under the management 

of the Virginia Corporation: 

Boarding Pupils 


Day Pupils 

In 1917 

SI.200.00 per year 

1922 

S325.00 per year 

1918 

1.300.00 “ * “ 



1919 

1.400.00 ** 

1922 

325.00 “ 

1921 

1.600.00 “ 



1926 

1.S00.00 “ 



Under the management of the District of Columbia corpo 


ration: 


i son no 

1934- 35 L500’00 1934 400.00 pear year 

1935- 36 1.500.00 

In addition to the foregoing charges, each student during 
the two years 1934 and 1935 was charged not less than $300.00 
per year for special instruction and other matters included in 
the heading “Extras”. 


Classification of Students 

In the school year 1933-34 one hundred and four pupils 
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were enrolled in the school. Eleven day pupils and two boar i- 
ing pupils were residents of the District of Columbia. In the 
junior college there were forty boarding pupils and three day 
pupils. In the high school there were forty-nine boarding 
pupils and nine day pupils. In addition to the foregoing, there 
were three special graduate students boarding at the school. 

In the school year 1934-35 one hundred and j:wenty-four 
students w^ere enrolled at the school. Of this number, twenty- 
one were residents of the District of Columbia, of whom three 
w*ere boarding pupils. In the junior college, during that year 
there were fifty-three boarding pupils and one day pupil. In 
the preparatory school there were fifty-three boaijding pupils 
and seventeen day pupils. 


31 Persons Employed, Salaries and Wage§ 

Fiscal Year 1.933-34 Fiscal i ’car 1934-35 

Number Amount Number j Amount 

Employed Paid Employee! Paid 

Teachers—Administrative, 

Music, Athletics, Infir- 
many, Telephone 

Special courses _40 S50.217.9I 42 S57.063.36 

Restaurant, full time _ 12 7.347.36 12 j S.125.46 

“ one-third time _ 9 11 

House, full time __ _ 9 7 

“ two-thirds time _ 9 10.266.64 11 10.65957 

Gatesly - 1 * 1.452.80 2 | * 1.514.29 

Laundry - 2 ^ * 2.722.11 2 I * 2.44557 

Sewing Room _ - 1 Wages for these depart- 1 Wages for these 

Power House - 3 ments included in fig- 3 departments in¬ 
ures already given. cjuded in figures 

already given. 

Automobile - 1 * 1.110.40 1 * 1.459.74 

Home Economics _ 1 518.60 1 I 444.06 

Grounds - 3 3.003.20 3 j 3.001.15 

Totals -S2 S76.639.02 S5 $84.71350 

* Figure given includes expenses other than wages. 


Both years, in addition to the payments included in the 
table, teachers and members of the administrative staff were 
provided with room and board, considered to be df the value 
of $400.00 for a school year of approximately eight months, 
and thus reported by the persons concerned in making income 
tax returns to the Federal Government. 


32 


Scholarships 


As an aid to the students in need thereof, the 


school has 
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for many years followed the practice of remitting in whole 
or in part its charge for tuition. During the school year end¬ 
ing in 1933 scholarships were given in the amount of SI 1.605. 

During the first year involved in the instant suit, when the 
tuition for the boarding pupils was SI.800, and the tuition for 
the day pupils was S400.00, twenty-five of the ninety-two 
boarding pupils were granted individual aid by crediting upon 
the charge for tuition amounts varying from S200.00 to SI.300. 
and totaling S 14,450 in the aggregate. Three of the boarding 
pupils were residents of the District of Columbia and they 
received scholarships of Thirteen Hundred Dollars (Sl.300.00). 
Nine Hundred Dollars (S900.00) and Two Hundred Dollars 
($200.00) respectively. 

Durihg the second year involved in this case, after the tui¬ 
tion had been generally reduced for boarding pupils to SI,500. 
eighteen of the one hundred and six boarding pupils received 
credit allowances toward their tuition payments in amounts 
varying from S100.00 to S1.000, and totaling S7.150. In one 
instance in the day school a complete scholarship of S400.00 
w’as awarded. The total scholarships provided for that year 
were $7,750. 

One boarding pupil scholarship was given to a resident in 
the District of Columbia in the amount of One Thousand Dol¬ 
lars (SI,000.00). Both day school scholarships ( a complete 
scholarship of Four Hundred Dollars (S400.00) and a scholar¬ 
ship of Two Hundred Dollars ($200.00) were given to resi¬ 
dents of the District of Columbia. 

HOGAN, DONOVAN, JONES, HARTSON & GUIDER, 

By JOHN W. GUIDER, 
ARTHUR J. PHELAN, 

By J. W. G. 

Attorneys for Mt. Vernon Seminary 

CHESTER H. GRAY, 

Attorney for the District of Columbia. 



I 
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Exhibit 1 
No. 22010 

Certificate of Incorporation 


i 

i 

I 


i 

l 


I 


i 


Know all men by these presents that we, the undersigned, 
citizens of the United States, a Majority of whom are citizens 
of the District of Columbia, being desirous to establish and 
maintain in the City of Washington, District of Columbia, an 
institution of learning, and in order to become a fcJody corpo¬ 
rate do hereby associate ourselves as a body corporate for 
said purpose under an Act to establish a Code of Law for the 
District of Columbia approved March 3, 1901, Sections 574 
to 586 inclusive; and we do hereby certify in pursuance of 
said Act as follows: 

First. That the name by which said institution pf learning 
or body corporate shall be known in law is “Mount Vernon 
Seminary”, and it is to be located at 3801 Nebraska Avenue, 
N. W., Washington, D. C. 

Second. That there shall be five Trustees of said institution 
or body corporate who, for the first year of its existence and 
until changed or removed by the corporation itself, shall be 


those persons whose names are affixed hereto but said number 
of Trustees may be increased as hereinafter provided. 

Third. It is proposed that the said institution pf learning 
shall give to students duly enrolled in the school operated by 
said institution of learning or body corporate h two-year 
college course, a full college preparatory course, a general high 
school course, as well as grammar and primary school work. 
The particular branches of literature and science proposed to 
be taught are those in which instruction is usually given in 


courses similar to those above enumerated. 


It is further 


proposed to teach and instruct girls and young lacfies, in the 
arts, sciences, literature, philosophy, languages and 
34 other subjects usually taught in schools and colleges; 

and to give course looking to the promotion of culture, 
the development of ethical ideals in and the physical, mental 
and moral training of the students. It is proposed tlo establish 
in the course of time a full and complete college course lead- 
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ing up to the receipt of degrees in the arts and sciences. Said 
institution of learning shall have the power to increase the 
number of its Trustees from time to time by a majority vote 
of the whole number of Trustees at the time such vote is 
taken to a number not exceeding 25. In case of any increase 
of the number of Trustees a certificate stating the number 
of the increased Board and the time when the increase shall 
go into effect, and that the action was taken by a majority 
vote of the Trustees, shall be filed with the Recorder of Deeds 
of the District of Columbia. Fourth. The said Board of Trus¬ 
tees shall have full power and authority by a vote of the 
majority of its members to adopt and change by law’s for the 
conduct of the business and educational w’ork of the said in¬ 
stitution of learning, to fix the time of meetings, regular and 
special and the form of notice to be given; they may appoint 
an Executive Committee composed of Trustees, designate the 
number and Chairman thereof with such powers and duties 
as are usually exercised by an Executive Committee and w’hich 
shall be conferred by the Board subject always to the control 
of the Board of Trustees. They may create and establish 
such scholastic boards and officers as may be required for ade¬ 
quate operation and direction in education; they may receive, 
invest and administer endow’ments and gifts of moneys and 
property absolute, in trust, or subject to payments by way 
of annuities during the life of the donor, for the maintenance 
of educational work by said institution of learning and they 
shall have all of the powers and authorities invested in Trus¬ 
tees of institutions of learning by said Sections 574-586 of the 
Code of Law* for the District of Columbia. 

35 In testimony whereof, we, the undersigned, have 

hereunto set our hands and affixed our seals on this 
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17th day of May in the year of our Lord, Nineteen Hundred 
and Thirty-three. 

JEAN DEAN COLE [seal] 

JEAN DEAN COLE | 

H. GRACE BROUSE ! [seal] 

H. GRACE BROUSE 
KATHARINE E. HILL [seal] 

KATHARINE E. HILL 
MARJORIE POST HUTTQN [seal] 
MARJORIE POST HUTTON 
JOHN W. GUIDER j [seal] 

JOHN W. GUIDER 


District of Columbia, ss; 

I, Marie McDonald a Notary Public, in and for the District 
of Columbia, do hereby certify that Jean Dean Col^, H. Grace 
Brouse, Katharine E. Hill and John W. Guider, parties to a 
certain instrument in writing proposing to be the certificate 
of incorporation of Mount Vernon Seminary, bearing date 
May 17, 1933, and hereto annexed, personally appeared be¬ 
fore me in the said District of Columbia, all the s^id persons 
being personally well known to me to be the persoiis who exe¬ 
cuted the said instrument in writing and acknowledged the 
same to be their act and deed. 

Given under my hand and notarial seal this 17th day of 

May, A. D. 1933. 

[notarial seal] MARIE McDONALD, 

Notary Pubiic, D. C. 


State of New York, 


County of New York, $s: 

I, Walter 0. Ritchie a Notary Public in the State of New 
York, County of New York, do hereby certify that Marjorie 
Post Hutton, party to a certain instrument] in writing 
36 purporting to be the certificate of incorporation of 
Mount Vernon Seminary bearing date May 17th 1933, 
and hereto annexed, personally appeared before me in the said 
county and state and the said Marjorie Post Hutton being 
personally well known to me to be the person who executed 
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7. Year for which application is made_ 

8. Names of former schools attended with dates of attendance 


10. Course to be taken: 


9. School at present attended .._ 

Present classification _ 

General?_ 

College preparatory?_ 

11. If college preparatory, for what college?_ 

12. Church connection_ 

13. Social references_ 

If possible, please name someone known to the school 

Address _ 


Address _ 

14. Financial reference_ 

Please indicate bank or trust company 

Address_ 

15. Date of application__ 

Signature of parent or guardian__ 

Note: This blank should be filled out carefully in order that the necessary 
information to be submitted to the committee on admission may be assem¬ 
bled. Registration fee should not accompany this application. 

45 Exhibit C 


In the Supreme Court of the District of Columbia 
Holding an Equity Court 
Equity No. 50.268 
Filed Jun’ 20, 1932 
Frank E. Cunningham, Clerk 

American Security & Trust Company, Executor and Trustee 
under the Will of Adelia Gates Hensley, Fifteenth Street and 
Pennsylvania Ave„ N. W.. Plaintiff. 

vs. 

Jean Dean Cole, 3801 Nebraska Avenue, N. W. 

H. Grace Brouse, 1673 Columbia Road, N. W., Apt. 510 
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Katharine E. Hill, 3801 Nebraska Avenue, |N. W., 
Mount Vernon Seminary, Incorporated, 

3801 Nebraska Avenue, N. W., 

Pauline G. Heeley, 722 Irving Place, Plainfield, N. J., 
Mabel G. Converse, 79 Brownell Street, New Bedford, Mass., 

Mira G. Berry, North Wilbraham, Mass., Defendants. 

Findings of Fact and Conclusions of Laib 

From the evidence presented in this cause, upon the hear¬ 
ings herein, the Court finds: 

1. That prior to June 5, 1916, Mount Vernon Seminary, 
a school for young women in the District of Columbia, was 
owned by Elizabeth J. Somers. 

2. That a corporation, Mount Vernon Seminar^, Inc., was 
created under the laws of Virginia, on May 22, 1916, and that 
the incorporators were Adelia Gates Hensley, Jean j Dean Cole, 
H. Grace Brouse. Katharine E. Hill and William Hitz. The 
four first named will be hereinafter referred to as the Teacher- 
Incorporators. 

3. That for several months prior to the time |of the said 
incorporation, there was in existence a plan for the perpetua¬ 
tion of the said Mount Vernon Seminary, which said plan was 

the subject of an oral agreement between the said 
46 Elizabeth J. Somers and the said Teacher-Incorpora¬ 
tors. The substance of the said agreement was that 
the four Teacher-Incorporators were to form a corporation to 
take over from Elizabeth J. Somers the good will of Mount 
Vernon Seminary; that the stock of the new corporation 
should be issued in equal shares to the Teacher- Incorporators 
for life only, and the stock held by each was to revert to the 
corporation upon her death; that the new corporation was to 
purchase from Elizabeth J. Somers a tract of land owned by 
her on Nebraska Avenue in the District of Columbia; that 
the corporation was also to purchase from Adelia G. Hensley 
a tract of land owned by her, and adjoining the said tract of 
Elizabeth J. Somers; that the said corporation was to pay for 
the land in each instance, by giving its promissory notes, se¬ 
cured by a second mortgage or deed of trust op all of the 
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assets of the corporation; that an effort was made to borrow', 
on an unsecured basis, a sum of not less than One Hundred 
Thousand Dollars ($100,000.00) from friends and alumnae 
of the school for the purpose of defraying in part the cost of 
erecting new school buildings on the land to be acquired; that 
an additional sum of One Hundred Fifty Thousand Dollars 
($150,000.00) was to be borrowed from the American Security 
and Trust Company to defray the balance of the cost of con¬ 
structing the new buildings, and that this loan was to be 
secured by a first mortgage or deed of trust upon all of the 
realty of the new corporation. 

4. That early in May, and sometime prior to the creation 
of the new' corporation, the four Teacher-Incorporators exe¬ 
cuted and signed an agreement w'hich provided, among other 
things, that the stock to be issued to them w'ould revert to 
the corporation upon their respective deaths. 

5. That thereafter in June, 1916, there issued to each 
of the four Teacher-Incorporators a certificate for fifty (50) 

shares of the capital stock of Mount Vernon Semin- 
47 ary, Inc.; that fifty (50) shares w'ere held as treasury 
stock; that no other stock has ever been authorized 
or issued, and no transfers of stock have ever taken place since 
that time. 

6. That during the early part of 1916, and more than a 
month before the corporation w'as formed, a printed document 
entitled “Plan for the New School” was sent, over Mrs. Hens¬ 
ley's name, and by her direction, to a large mailing list in¬ 
cluding the alumnae of the school and many others; that it 
was stated therein that a corporation w'as to be formed and 
that the stock w’hich would issue to the incorporators would 
upon their deaths revert to the school; that the same printed 
document solicited unsecured loans, from the recipients, in 
accordance with the plan described above. 

7. That on June 5, 1916, a written agreement w'as executed 
by and between Adelia Gates Hensley, Elizabeth J. Somers 
and Mount Vernon Seminary, Inc. Included in the said agree¬ 
ment w'ere provisions for the sale and transfer of the realty 
as hereinbefore described in paragraph 3 hereof. By this doc¬ 
ument. the good will of Mount Vernon Seminary w'as trans- 
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ferred from Elizabeth J. Somers to Mount Vernon Seminary, 
Inc. 

8. That on or about June 15. 1916, there was isent to the 
alumnae and friends of the school, a letter prepared by Mrs. 
Hensley; that the said letter announced a desire begin the 
construction of the new buildings for the school and the in¬ 
tention to proceed therewith as soon as sufficient!funds were 
on hand; that the said letter solicited loans as indicated in an 
accompanying plan, and that the latter paper was the same 
printed document entitled “Plan For The New School” and 
more fully described in paragraph 6 hereof. 

9. On December 5, 1919, a circular letter prepared under 

the direction of Adelia Gates Hensley aijd over her 
48 name, w^as sent to a large mailing list including all 
of the alumnae of the school and many others; that in 
this letter it was stated “* * * The stock, issued for purposes 
of incorporation and to insure the fulfilling of the ideal of the 
incorporators by giving them the control of the school during 
their lifetime until it shall have weathered thej transition, 
BY THEIR VOLUNTARY ACT NOW A LEGAL FACT, 
shall not become a part of their personal estate but revert to 
the school.” 

I 

10. That following the circulation of the aforesaid letter 
of December 5, 1919, various gifts in the form of improvements 
to the realty of the corporation and valued in excess of One 
Hundred Fifty Thousand Dollars ($150,000.00) were made 
bv the alumnae and other friends of the school. 

11. That late in the year 1919, there was prepared under 
the direction of Adelia Gates Hensley, a statement which was 
submitted to the Treasury Department, in connection with 
the income tax returns of the school; that the said statement 
declared in part “in the 3 y 2 years since the incorporation of the 
school, a considerable sum has been expended towaird the pay¬ 
ment of the large school debt. No part of this slim can be¬ 
come the property of the individual stockholders[ It is the 
aim of the incorporators to establish this school upon so firm 
a foundation that it may eliminate its debt aind become 
possessed of an endowment for future expansion.”; 

12. At a meeting of the directors of Mount Vernon Semin- 
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ary, Inc., held June 1, 1920, certain changes were made in the 
original agreement entered into early in May, 1916, by the 
Teacher-Incorporators. These changes were embodied and a 
revised agreement dated June 5, 1920, and signed by “Adelia 
G. Hensley, President”. The revised agreement made no 
change in the distribution of the outstanding stock. There 
was included in the revised agreement, without change, 
the following provision of the original agreement: 

49 “3. That all stock shall revert to the corporation on 

the death of the stockholders.” 

13. That on January 13, 1921, there was addressed to the 
Commissioner of Internal Revenue at Washington, D. C., a 
letter from the Mount Vernon Seminary, Inc., signed by 
“Adelia G. Hensley, President. Jean Dean Cole, Vice Presi¬ 
dent, Katharine E. Hill. Secretary, H. Grace Brouse. Treas¬ 
urer.” In the said letter, and with reference to the stock of 
the corporation, the following statement was made: 

“The stock can neither be bought nor sold, nor may 
it at the death of the incorporators be bequeathed to 
their heirs; but it reverts to the school for perpetual 
endowment.” 

Later in the said letter, the following statement appears: 

“Since the incorporation of the school a considerable 
sum has been expended toward the payment of the 
large school debt. No part of this sum can become the 
property of individual stockholders.” 

14. That the By-laws of Mount Vernon Seminary, Inc., 
as originally adopted, contained no specific provision with 
reference to dividends; that the agreement entered into be¬ 
tween the Teacher-Incorporators in early May, 1916, and 
June, 1920, contain certain provisions wfith reference to divi¬ 
dends; that in fact no dividends were ever paid, at any time, 
upon the stock of the corporation; that on September 1, 1921, 
the stockholders of Mount Vernon Seminary*, Inc., amended 
the By-laws by adding thereto the following provision: 

“15. No dividends shall at any time be declared upon 
the capital stock. All funds of the institution shall be 
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appropriated for the purpose of the institution accord¬ 
ing to the judgment and discretion of the Board of 
Directors.” 

15. That an agreement dated September 1, 19^1, was en¬ 
tered into by the four Teacher-Incorporators in ;which they 
mutually agreed “that although the stock shall remain as at 

present distributed no dividends shall be declared 
50 thereon; all funds of the institution over and above 
those necessary for carrying and operating expenses, 
if any, shall be used for the purpose of the institution as 
provided by the By-laws; that we shall not transfer our stock; 
that upon the death of any of the present stockholders, the 
stock held by her shall revert to the corporation; and that in 
the event of a dissolution of the corporation, whi^e the stock 
is held by us or any of us, any surplus remaining after pay¬ 
ments of debts, etc., shall vest or be distributed as if the cor¬ 
poration were a non-stock corporation.” 

16. That on September 2, 1921, Adelia Gates Hensley exe¬ 
cuted an affidavit in which she stated that no dividends had 
ever been declared on the stock of Mount Vernon Seminary, 
Inc.; that it was not the intention that any dividends should 
ever be declared in favor of the stockholders; that the stock¬ 
holders had entered into a new agreement providing that the 

net earnings of the corporation should inure to the benefit of 

1 

the institution and be disbursed by the Directors for the 
purposes of the institution; and that the stock of the corpo¬ 
ration had been distributed to the four Teacher-Incorporators 
for voting purposes. Attached to the said affidavit was a copy 
of the agreement between the Teacher-Incorporators of Sep¬ 
tember 1, 1921. The said affidavit and agreement were filed 
with the Commissioner of Internal Revenue. 

i 

17. That subsequently, the said Mount Vernon Seminary. 
Inc. was declared exempt from income tax and from capital 
stock tax, from and after September 1, 1921. 

IS. That during the years 1916 to 1920, inclusive, large 
sums of money totaling in excess of One Hundred 'Fifty Thou¬ 
sand Dollars ($150,000.00) were advanced to the corporation, 
as unsecured loans, by the alumnae and other friends of the 
school. 
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19. That no dividends were ever paid, directly or indirectly, 
to the holders of the stock of Mount Vernon Seminary, Inc. 

51 Conclusions of Law 

From the foregoing findings of fact, the Court draw’s the 
following conclusions of law: 

1. Upon the facts pleaded and proved in the proceedings 
herein, Adelia Gates Hensley took only a life interest in the 
said fifty (50) shares of capital stock of Mount Vernon Sem¬ 
inary, Inc. 

2. Upon the death of the said Adelia Gates Hensley, the 
ownership of the said stock vested in Mount Vernon Semin¬ 
ary, Inc. 

3. The defendants Berry and Converse, residuary legatees 
under the will of Adelia Gates Hensley, may not. in equity, 
deny the validity of the agreement entered into by the testa¬ 
trix, or of the acts performed by her to effectuate those agree¬ 
ments. The said defendants are bound by the representation 
made by Adelia Gates Hensley, upon which w’ere based (a) 
the transfer of the good will of Mount Vernon Seminary to the 
corporation by Elizabeth J. Somers; (b) the loans and gifts 
made to the corporation by alumnae and other friends; and 
(c) the exemption of the corporation, from payment of federal 
income taxes and capital stock taxes. 

By the Court this 20th day of June, 1932. 

(sgd.) DANIEL W. O’DONOGHUE. 

Justice. 


52 Exhibit D 

In the Supreme Court of the District of Columbia 
Holding an Equity Court 
Equity No. 50,268 
Filed Jun’ 20, 1932 
Frank E. Cunningham, Clerk 
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I 

American Security & Trust Company, Executor and Trustee 
under the Will of Adelia Gates Hensley, Fifteenth Street and 
Pennsylvania Ave., N. W., Plaintiff, j 


Jean Dean Cole, 3801 Nebraska Avenue, N. W., 

H. Grace Brouse, 1673 Columbia Road, N. W.j Apt. 510 
Katharine E. Hill, 3801 Nebraska Avenue, | N. W., 
Mount Vernon Seminary, Incorporated, 3801 Nebraska 

Avenue, N. W., 

Pauline G. Heeley, 722 Irving Place, Plainfield, N. J. 
Mabel G. Converse, 79 Brownell Street, New Bedford, Mass., 

i 

Mira G. Berry, North Wilbraham, Mass., Defendants. 


Decree 

This cause came on to be heard at this term;! thereupon 
evidence, oral and documentary was taken in open! Court and 
the case was submitted on oral argument of cojunsel; and 
thereupon, upon consideration thereof, it is this 20th day of 
June, 1932: 


Adjudged, Ordered and Decreed: 


First. That upon the death of Adelia Gates H?ensley, the 
fifty shares of capital stock of Mount Vernon Seminary, Inc., 
held by her during her lifetime, became the property of 
Mount Vernon Seminary, Inc. 

Second. That the said Mount Vernon Seminary, Inc. be 
and it hereby is directed to pay to Messrs. PeelH Ogilby & 
Lesh, the attorneys of record for the plaintiff American Secur¬ 
ity & Trust Company, the sum of Three Hundred 
53 Dollars (S300.00) for counsel fees for services rendered 
in connection with the filing of the bill in |the above- 
entitled cause. 

Third. That upon the payment of the aforesaid counsel 
fees the plaintiff American Security <fc Trust Company be and 
it hereby is authorized and directed to deliver to the Presi¬ 
dent or to the Treasurer of Mount Vernon Seminary, Inc. 
Certificate No. 5 for fifty shares of the capital stock of Mount 
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Vernon Seminary, Inc., which said certificate is in the name 
of Adelia Gates Hensley, and the said American Security & 
Trust Company shall thereafter stand discharged as to any 
further duty in connection with the said certificate of stock, 
and free from any claims and demands by any of the parties 
hereto in respect thereof. 

Fourth. That the said Mount Vernon Seminary, Inc. shall 
take the said stock certificate from the American Security <fc 
Trust Company free from any claim or demands of any of 
the other parties hereto. 

By the Court: 

(sgd.) DANIEL W. O’DONOGHUE, 

Justice . 

Appeal noted in open court and bond for costs fixed at $100.00 
or deposit of $50.00 cash in lieu thereof. 

DANIEL W. O’DONOGHUE, 

Justice. 


54 Exhibit E 

Mount Vernon Seminary, Inc. 

Copy of Minutes of Special Meeting of Stockholders 

Upon call of the holders of all the outstanding stock, a spe¬ 
cial meeting of the stockholders of Mount Vernon Seminary. 
Inc., was held at No. 810 Colorado Building, Washington, 
D. C., on the 29th day of May, 1933, at 3 P. M. 

Present: 

Jean Dean Cole 
H. Grace Brouse 
Katharine E. Hill 

all of the stokcholders of said corporation. 

Miss Jean Dean Cole w’as chosen temporary Chairman, and 
Miss Katharine E. Hill was appointed temporary Secretary of 
the meeting. The Secretary presented and read the waiver 
of notice of the meeting signed by all of the stockholders, 
and the same was ordered filed. 
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The minutes of the last meeting of the stockholders of the 
corporation were read. 

Upon motion duly made and seconded, and by the affirma¬ 
tive vote of all the stockholders present, it was 

Resolved That whereas it has always been the ihtention of 
the founders, directors, managers and stockholders of this 
corporation that it should be perpetual and it should per¬ 
petually maintain and operate a school for the education of 
girls and young ladies in the arts and sciences. an<J that said 
school should have a perpetual endowment, arid that it 
should not be run for the profit of any individual pr corpora¬ 
tion; and, 

Whereas said corporation has always been operated with 
that end in view and therefore has never declared a dividend 
or paid any dividends or exercised any of the rights accorded 
it under its charter as a stock corporation granted by 
55 the State of Virginia; and. 

Whereas all of the earnings of said school operated 
and maintained by said corporation have been u$ed by the 
corporation for the development and enlargement of the said 
school; and. 

Whereas certain interests recently sought by Court pro¬ 
ceedings to secure a stock interest in the said corporation bv 
attacking the validity of a certain agreement entered into on 
the 1st day of September, 1921, by all of the stockholders of 
record as of the date of said agreement, whereby it was agreed 
that upon the death of any one of the founders or stockhold¬ 
ers her stock would revert to and be held by the corporation; 
and, 

Whereas it does not clearly appear that the indentions of 
the said founders and of the stockholders will be!or can be 
carried out after the death of the last survivor of them; and 

Whereas it is the desire of all of the present stockholders 
of the said corporation that some steps be taken to I assure the 
carrying out of the plans of the founders and stockholders: 
and, | 

Whereas there has been formed in the District oi Columbia 
the corporation known as Mount Vernon Seminary, which 
corporation has been organized solely for the purpose of op- 
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erating and maintaining an institution of learning in the Dis¬ 
trict of Columbia, and that said corporation is composed of 
five Trustees with provisions in its charter for the increase of 
this number of Trustees and for the perpetual succession of 
the said Trustees; and that said corporation is organized for 
the purpose of operating and maintaining a school for the 
education of girls and young ladies in the arts and sciences: 
and. 

Whereas it is agreed that the purposes of the founders, 
managers, and stockholders of this corporation (Mount Ver¬ 
non Seminary, Inc.) can be and will be carried out by 
56 the said new corporation. Mount Vernon Seminary: 

It is Hereby Resolved That the officers of this cor¬ 
poration be and are hereby authorized and empowered to give, 
convey, and transfer to Mount Vernon Seminary, a corpora¬ 
tion duly organized and existing under and by virtue of the 
laws of the District of Columbia all of the assets, both real 
and personal, of this corporation, except the books and papers 
of this said corporation, including the good will of the school 
known as Mount Vernon Seminary now operated by this cor¬ 
poration, provided that prior to the transfer, the said Mount 
Vernon Seminary of the District of Columbia, signifies its 
willingness to accept the said gift, conveyance or transfer, 
and agrees to and does assume all of the liabilities of the said 
Mount Vernon Seminary, Inc., a Virginia corporation; and 
provided that the Board of Trustees of the said Mount Ver¬ 
non Seminary by resolution adopted at a regular meeting of 
said Board of Trustees signifies the acceptance of the said 
corporation and agrees to the assumption of the aforesaid 
liabilities. 

And be it Further Resolved That the President of the cor¬ 
poration be and she hereby is authorized and directed to ad¬ 
dress and send a letter to Mount Vernon Seminary, a District 
of Columbia corporation, offering to said corporation all of 
the assets of every kind, character and description of the said 
corporation, including the good will of the school now operated 
by said corporation, and the said President is further author¬ 
ized and directed to sign any and all receipts, releases, deeds, 
deeds of trust, notes or other evidences of indebtedness, and 
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| 

any and all other papers necessary to personally! effect the 
transfer of the assets of this corporation to Mount Vernon 
Seminary. The President of this corporation is hereby author¬ 
ized and directed to affix the seal of said corporation to any 
and all papers or documents requiring a seal, and; the Secre¬ 
tary of this corporation is hereby authorized and 

57 directed to attest the fixing of said seal byi the Presi¬ 
dent. 

And be it Further Resolved That the President of this cor¬ 
poration be and she hereby is authorized to address letters to 
the American Security & Trust Company, Mr. Carol Glover 
and Mrs. Edith La Marr, creditors of Mount Vernon Semi¬ 
nary, Inc., advising them of the proposed transfer of the assets 
of the corporation, and requesting their cooperation and help 
in the making of the transfer. 

(sgd.) KATHARINE E. HILL. 

Secretary. 

! 

58 Exhibit F \ 

Bill of Sale 


This Bill of Sale, made this 29th day of May, 1933, by and 
between Mount Vernon Seminary, Incorporated, a body 
corporate, duly incorporated under the laws of the State of Vir¬ 
ginia, acting herein pursuant to a resolution of its stockhold¬ 
ers (all of the directors being present and voting), party hereto 
of the first part, seller, and Mount Vernon Semin^y, a body 
corporate, duly incorporated under the laws in f<|rce in the 
District of Columbia, party hereto of the second part, buyer, 
Witnesseth, That the said party of the first part for and 
in consideration of the sum of One Dollar ($1.00) to it paid 
by the party of the second part, the receipt of which is hereby 
acknowledged, does hereby sell, assign, transfer arid set over 
unto the said Mount Vernon Seminary, party of the second 
part, the following described personal property, to wit: All 
of the furniture, household goods and fixtures in or used in 
connection with the school formerly operated by M^unt Ver¬ 
non Seminary. Incorporated, party of the first part, includ- 
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ing the furniture, household goods and fixtures in the premises 
owned by said party of the first part known as Gatesley, and 
also all of the stocks and bonds now owned by said party of 
the first part; all of the automobiles and automobile trucks; 
and all of the personal property of every kind, character and 
description whatsoever and wheresoever situated. 

To Have and to Hold said personal property unto the said 
Mount Vernon Seminary and unto its successors and assigns 
forever. And the said party of the first part hereby covenants 
that it is the lawful owner of the property herein described. 
That it is free and clear from all encumbrances; that it has the 
lawful right to sell and dispose of the same; and that it will 
warrant and defend the title thereto against all claims of 
every kind and character. 

59 In Testimony Whereof, on the day and year first 

herein-above written, the said Mount Vernon Sem¬ 
inary, Incorporated, has caused these presents to be signed 
with its corporate name by Jean Dean Cole, its President, at¬ 
tested by Katharine E. Hill, its Secretary, and its corporate 
seal to be hereunto affixed, and does hereby constitute and ap¬ 
point Jean Dean Cole its true and lawful attorney in fact for 
and in its name to appear before any officer authorized by law 
to take and certify acknowledgments of conveyances of per¬ 
sonal property in the District of Columbia, and then and there 
to acknowledge and deliver these presents as its act and deed. 

MOUNT VERNON SEMINARY, INCORPORATED 

By (sgd.) JEAN DEAN COLE. 

President. 

Attest: (sgd.) KATHARINE E. HILL, 

Secretary. 

This is to certify that the aforegoing Bill of Sale was exe¬ 
cuted and delivered pursuant to a resolution of the stock¬ 
holders (all of the directors being present and voting) of the 
Mount Vernon Seminary, Incorporated, passed at a meet¬ 
ing held on the 29th day of May, 1933. 

(sgd.) KATHARINE E. HILL. 

Secretary. 
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60 Exhibit FF 

Copy 

. 

TREASURY DEPARTMENT 

OFFICE OF 

Commissioner of Internal Revenue Apt*. 26, 1935 

Address Reply to 
Commissioner of Internal Revenue 
and refer to 
IT:E:RR 
HVH 

j 

Mt. Vernon Seminary, 

Nebraska Avenue, 

Washington, D. C. j 

Mesdames: 

Further reference is made to your letter of April 18, 1935, 
requesting a ruling as to the deductibility for Federal income 
tax purposes of contributions made to you by indiyiduals. 

It is stated in your letter that copies of your charter and 
by-laws are enclosed. Such copies, however, weife not re¬ 
ceived with your letter. In order to comply with the regula¬ 
tions of the Bureau it will be necessary for you to furnish the 
documents referred to as well as a financial statement for the 
year 1934 showing assets and liabilities and a classified list of 
receipts and disbursements, and the following information in 
the form of an affidavit sworn to by one of youii principal 
officers: 

1. Correct name of your corporation. 

i 

2. Detailed explanation of your actual activities^ 

3. All sources from which your income is derived.! 

4. The disposition made of such income. 

5. Whether any of your income may inure to tfie benefit 
of any private shareholder or individual. 

6. Whether any of your trustees receive compensation for 
services rendered. 

(a) Amount of each such salary. 

(b) The character of the services performed. 
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Upon receipt of the evidence indicated herein the case 
will be given careful consideration. In transmitting 
61 such evidence reference should be made to IT:ERR: 


HVH. 


Respectfully, 

CHAS. T. RUSSELL, 
Deputy Commissioner. 

By L. K. SUNDERLIN, 
Chief of Section. 

s. 


62 Exhibit G 


District of Columbia, s$: 

I, Jean Dean Cole, being duly sworn on oath depose and 
say that I am Chairman of the Board of Trustees of Mount 
Vernon Seminary, and also President of the Corporation and 
Headmistress of the school operated by the corporation; 
that I am duly authorized by the Trustees to make this affi¬ 
davit for and on behalf of the Corporation ; 

(a) The correct name of the Corporation is “Mount 
Vernon Seminary.” 

(b) Mount Vernon Seminary operates a school for 
girls and young ladies known as “Mount Vernon Semin¬ 
ary” in the District of Columbia. The school is divided 
into two sections; the first, the preparatory group, and 
the other, the junior college group. There is submitted 
with this affidavit pages from the school catalogue show¬ 
ing the subjects taught in the various departments of the 
school. 

(c) The income of the corporation is derived almost 
entirely from the tuition and other charges made to the 
students; there are occasional gifts from the alumnae 
and other persons interested in the school, but these gifts 
thus far have made up a very small part of the income 
of the corporation. 

(d) There is submitted with this affidavit a financial 
statement of the school as of June 30. 1934, the last com- 
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plete fiscal year of its operation which accurately shows 
the sources of the school’s income and the expenses in¬ 
cident to its operation. In general, however,! it may be 
said that the income of the school goes for the upkeep 
of the school, the expenses incident to its operation, sal¬ 
aries and administrative expense, payment of interest 
on the indebtedness of the corporation, and the reduction 
of that indebtedness. 


63 (f) None of the income from the Corporation 

can enure to the benefit of any private shareholder 
or individual for the reason that if it did there iwould be a 
violation of the charter of the corporation, and also a 
violation of the law of the District of Columbia under 
w’hich the corporation was formed; one of the sections 
of the District of Columbia Code specifically referred to 
in the charter of the corporation provides thaf the Trus¬ 
tees of the Corporation “shall hold the property of the 
institution solely for the purpose of education, knd not for 


the individual benefit of themselves or any Contributor 
to the endowment thereof”; and another section pro¬ 
vides also that the Trustees, Directors or Managers of 
the Corporation shall faithfully apply all of| the funds 
collected or the proceeds of the property belonging to the 
institution according to their best judgment Sin erecting 
or completing suitable buildings, supporting necessary 
officers, instructors and servants, and procuring books, 
maps, charts, globes, and philosophical, chemical and 
other apparatus necessary to the success of said institu¬ 
tion; all of the funds of the corporation, since!its organi¬ 
zation, have been so applied. 

(g) The corporation is composed of five Trustees; the 
by-laws provide that none of those Trustees can receive 
compensation for services rendered as Trustee!; however, 
your affiant receives a salary in her capacity as Head¬ 
mistress of the school; during the school year 1934-1935 


she will receive the sum of $3,712.50, plus her home; 
Miss Katharine E. Hill, another of the Trustees, will re¬ 
ceive for the same period the sum of $1,485.00| and home 
for services rendered as Alumnae and Recording Secre- 
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tary; and H. Grace Brouse, another of the Trustees, will 
receive during that period the sum of SI,000 for 
64 services rendered by her as Treasurer of the Cor¬ 
poration and supervisor of the business affairs 
of the school; the other Trustees do not receive any com¬ 
pensation. 

Further your affiant sayeth not. 

(sgd.) JEAN DEAN COLE, 

Chairman, Board of Trustees, Mount Vernon Seminary. 

Subscribed and sworn to before me this_day of 

May, A. D., 1935. 

marie McDonald, 

Notary Public, D. C. 


65 Exhibit H 

TREASURY DEPARTMENT 
Washington 


OFFICE OF 

Commissioner of Internal Revenue June 21, 1935 

Address Reply to 

Commissioner of Internal Revenue 
and refer to 
IT:E:RR 
HVH 

Mount Vernon Seminary, 

3801 Nebraska Avenue. 

Washington, D. C. 

Sirs: 

Reference is made to the evidence submitted by you for use 
in determining your status for the purpose of Federal income 
taxation. 

The evidence discloses that you were incorporated May 
19, 1933, pursuant to the provisions of title 5, chapter 8, sec¬ 
tions 231 to 243 of the Code of Law for the District of Co¬ 
lumbia, governing institutions of learning. It appears that 
you operate a school for girls and young women. You are 
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governed by a board of five trustees who can receive no com¬ 
pensation for services rendered as trustees. One o|f your trus¬ 
tees, who is also the president of your corporation, serves as 
headmistress of the school, another trustee serves as alumnae 
and recording secretary and another trustee serves as treasurer 
of your corporation and supervisor of the business affairs of 
your school, for which services they receive nominal salaries. 
Your president states in an affidavit that your income is de¬ 
rived almost entirely from tuition and other student fees, al¬ 
though you also receive occasional gifts from the alumnae 
and other persons interested in your school; that,j in general, 
your income is used for the upkeep of the school and the 
expenses incident to its operation, interest on indebtedness 
and reduction of indebtedness; and that none of your income 
can inure to the benefit of any private shareholder or indi¬ 
vidual. 

Based upon the facts presented, it is held that you are 
entitled to exemption under the provisions of section 101 (6) 
of the Revenue Act of 1934 and the corresponding provisions 
of the Revenue Act of 1932. You are not, therefore, required 
to file returns for 1933 and 1934, and future returns will not 
be required so long as there is no change in your organization, 
your purposes or method of operation. 

Any changes in your form of organization or method of op¬ 
eration, as shown by the evidence submitted, must be im¬ 
mediately reported to the collector of internal revenue for your 
district, in order that the effect of such changes upon 
your present exempt status may be determined. 

66 The exemption granted in this letter doe^ not apply 

to taxes levied under other titles or provisions of the 
respective revenue acts, except insofar as exemption is granted 
expressly under those provisions to organizations enumerated 
in section 101 of the Revenue Act of 1934 and the correspond¬ 
ing provisions of the Revenue Act of 1932. 

Contributions to your organization by individual donors 
are deductible by such individuals in arriving at their taxable 
net income in the manner and to the extent provided by sec¬ 
tion 23 (o) of the Revenue Act of 1934 and the corresponding 
provisions of the Revenue Act of 1932. 
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A copy of this letter is being transmitted to the collector of 
internal revenue for your district. 

By direction of the Commissioner. 

Respectfully, 

CHAS. T. RUSSELL, 

Deputy Commissioner . 


67 Exhibit I 

(Copy) 

TREASURY DEPARTMENT 
Washington 


OFFICE OF 

Commissioner of Internal Revenue Mar 9, 1937 

MT:SS:R 

Hogan, Donovan, Jones, Hartson, & Guider, 

Colorado Building, 

Washington, D. C. 

Attention : Mr. Arthur J. Phelan 

Sirs: 

Reference is made to your letter of February 15, 1937, rela¬ 
tive to Title VIII of the Social Security Act. 

It is stated that the Mount Vernon Seminary, a corpora¬ 
tion, operates a girls’ school in the District of Columbia. It 
is a non-profit making institution, and it has been held exempt 
from taxation under the Federal income tax law. 

Advice is requested as to whether the Mount Vernon Sem¬ 
inary is liable with respect to the taxes imposed under Titles 
VIII and IX of the Act. 

The records of this office indicate that, under date of June 
21, 1935, exemption was granted to the Mount Vernon Semin¬ 
ary for Federal income tax purposes in view* of the specific 
exemption provided in Section 101 (6) of the Revenue Act 
of 1934. The provisions under wffiich such exemption w~as so 
established are similar to the provisions of Sections 811 (b) (8) 
and 907(c) (7) of the Social Security Act. 

Accordingly, it is held that the taxes imposed under Titles 
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i 

I 

VIII and IX of the Act will not apply with respect to any 
services performed for the Mount Vernon Seminar^, provided 
that it has not, subsequent to June 21, 1935, changed the char¬ 
acter of its organization or operation or the purpose for which 
it was originally created. 

Respectfully, 

D. S. BLISS,! 

D. S. BLISS, 

Deputy Commissioner. 

cc Collector, 

Baltimore, Md. 


6S 


Exhibit J 

MOUNT VERNON SEMINARY, INC. 
Statement of Income and Cash Requirements 
Fiscal Year Ending June 80, 1933 


Forward 

Laboratory -- 

Chapel - 

Telephone and telegraph . 

Pensions - 

Students’ laundry expense 

Athletics - 

Special languages - 

Entertainment - 

Travel _ 


$149,29955 

61-35 

390.00 

765.99! 

2 , 000 . 00 ! 

l,434.06j 

103.95: 

174.00 

192.00 

717.03! 


Excess of earnings over cash expenses 
Regular and Special Courses- 


Investment and Financing, Income and Expense: 
Expense 

Interest _ $14,446.73 

Insurance _ 1.568.85 

Taxes _ _ 12.896.60 

Income 

Interest, earned - 


$ 28,912.18: 


Net Income from Non-Academic Sources (See Schedule A) 

Net Operating Loss for the Year __ 

Legal Expense—Litigation over owner¬ 
ship of Hensley stock- $ 7,500.00 

Services in re transfer of assets to 
Mt. Vernon Seminary—District of 
Columbia Corporation - 1,000.00 

Net Loss for Year -- 

Requirements for Curtail of Mortgages 

Net Cash Requirement- 


$175,969.25 


$155,237.93 


$ 20.731.32 


243.20! $ 28,668.98 


$ 7,937.66 
7,312.20 


625.46 


$ 8,500.00 

$ 9,125.46 
15,000.00 

$ 24,125.46 
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69 MOUNT VERNON SEMINARY, INC. 

Statement of Income and Cash Requirements 
Fiscal Year Ending June 30, 1983 


From Regular and Special Courses: 

Income 

Tuition and board - __ 

$167,800.00 

Music—Piano _ __ 

3,375.00 

Organ, violin and harp _ 

500.00 

Practice __ __ — 

735.00 

Voice — — 

3.625.00 

Home Economics -- 

1,700.00 

Studio _ _ — -- 

1,668.75 

Laboratory 

415.00 

Athletics — 

1.405.00 

Expression . _ _ — — 

75.00 

Church . _ .. — - — 

930.00 

Laundry _ _ — 

2,631.25 

Tutoring _ — __ 

14.25 

Registration fees forefeited _ 

1,875.00 

Graduation fees _ 

225.00 

Continuation School . ... 

450.00 

Special Languages ... 

150.00 


$187,574.25 


Less: Scholarships 


11.605.00 $175,969.25 

Expenses: 

Salaries 

Academic and administrative — 

S 65,716.32 


Music . _ ... . 

5,191.79 


Athletics . . . - 

3.081.20 


Infinnary _ • — — - 

2,700.00 


Telephone _ . 

1.521.00 


Special courses _ . _ _ - 

4,770.00 


Continuation School . . ... 

185.00 

$ S3.165.31 

Maintenance of house 
(Schedule B) . 


30.628.95 

Maintenance of grounds 
(Schedule C) __ - 


5.405.68 

Faculty and students’ board 
(Schedule D) _ __ 


20,206.70 

Automobile _ _ — - 


1.511.14 

Corporation expense __ _- 


885.23 

General academic expense_ _ 


327.77 

Express and parcel post __ . .. 


16.06 

Gatesley expense _ _ 


910.24 

Home economics _ — _ 


481.78 

General laundry _ __ _ _ 


1,596.24 

Legal fees _ _ _ _ __ — 


500.44 

Library __ _ _ _ ___ 


113.13 

Office supplies _ _ __ _ 


2.516.69 

Piano and organ expense 


954.19 

Lecture 


80.00 


Forward 


$149,299.55 $175,969.25 
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Schedule A 

MOUNT VERNON SEMINARY, INC. 
Schedule of Non-Academic Income and Expense$ 
Fiscal Year Ending June 30, 1933 


3,359.73 

477.13 


Net 

Profit S 


$ 2382.601 


% of Profit 
to Gross 
Income 


8530 


Infirmary: 

Income _ 

Expense _ 

Horseback Riding: 

Income _ 

Expense _ 

% 

Laundry — Students' Extra: 

Income _ 

Expense _ 

Music: 

Income _ 

Expense _ 

Sewing Room: 

Income _ 

Expense _ 

Sightseeing: 

Income _ 

Expense _ 

Studio: 

Income _ 

Expense_ 

T ransportation: 

Income _ 

Expense _ _ _ 

Shampooing: 

Income „ _ 

Expense _ __ __ _ 

Cleaning: 

Income _ 

Expense_ 

Costumes: 

Income _ 

Expense _ 

School Books and Supplies: 

Sales _ 

Cost of sales 

Inventory beginning 

of year- S 1,75036 

Purchases _ 3.474.78 


$ 413.00 

36430 

4830 

11.74 

$ 133431 
1,192.49 

141.72 

10.62 

S 30136 
22333 

1 

j 

78.03 

2537 

S 519.94 
36732 

! 

! 

152.62 

2935 

$ 76635 

41435 

1 

352.00 

45.94 

$ 9435 

107.99 

13.64 

14.46 

S 2,700.95 
1.50832 

1,192.73 

44.16 

$ 43.70 

None 

43.70 

100.00 

S 230.05 
191.76 

3839 

16.64 

| 

S 6,773.00 
4399.99 

2,173.01 

26.08 

$ 4341.71 


i 

i 

| 

1 


j 

i 

i 


S 5.22534 

Less Inventory end 

of year _ 130637 S 4,019.07 222 64 535 


Total non-academic income __ 


S 7312.20 
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Schedule B 

MOUNT VERNON SEMINARY, INC. 
Schedule of Maintenance of House Expense 
Schedule for Cash Basis. Income and Expense 
Fiscal Year Ending June 30, 1933 


Light, fuel, ice and water_ S 5.5S6.30 

Wages and salaries_ 15.7S8.82 

Servants’ board _ 6.735.59 

House repairs_ 1.734.17 

House sundries_ 1.323.84 

Furniture repairs_ 60.23 


S30.628.93 

Schedule C 

MOUNT VERNON SEMINARY. INC. 

Schedule of Maintenance of Grounds Expense 
Fiscal Year Ending June 30, 1933 

Sundries _ 

Wages ___ 

S5.405.6S 


S 787.08 
4,618.60 


Schedule D 


MOUNT VERNON SEMINARY. INC. 
Schedule of Restaurant Expense 
Fiscal Year Ending June 30, 1933 

Charges 

Provisions _ S15.582.33 

Wages _ 9.419.0S 

Sundries _ 1.940.88 

Distribution: 

To Maintenance of House—Servants’ Board 

(Schedule B) _ 

To Faculty and Students’ Board__ 


Distribution 


S 6,735.59 
20.206.70 


$26,942.29 S26.942.29 


70 Exhibit K 

MOUNT VERNON SEMINARY 
Fiscal Year Ending June 30, 1934 

71 August, 8, 1934. 

Miss Jean Dean Cole, 

President and Head Mistress, 

Mount Vernon Seminary, Inc., 

Washington, D. C. 

Dear Madam: 

We submit herewith a report covering audit of the books 
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i 

and accounts of the Mount Vernon Seminary, Inc., Washing¬ 
ton, D. C., for the fiscal year ending June 30, 1934j 

This report consists of the following forms and schedules: 


Balance Sheet as at June 30, 1934. 

Statement of Profit and Loss for fiscal year ending June 
30, 1934. | 

Schedule A—Schedule of Non-Academic Income and Ex¬ 
penses, 


Schedule B— Schedule of Maintenance of House Ex¬ 
pense, 


Schedule C—Schedule of Maintenance of Grounds Ex¬ 
pense, 


Schedule D—Schedule of Restaurant Expenses. 

i 

We certify that, in our opinion, the attached Balance Sheet, 
Statement of Profit and Loss and supporting Schedules clearly 
reflect the financial condition of the Mount Vernonj Seminary, 
Inc., as at June 30, 1934, and results of operations for the fiscal 
year ending June 30, 1934, subject to the following qualifica¬ 
tions. 

Expenditures made by the President from ea< h apcount car¬ 
ried in 18th and Columbia Road Branch of Riggs National 
Bank are reported in summary form to the Business Manager 
and have been accepted without verification of authority from 
the Board. 

We have not examined the Minutes of the Board of Direc¬ 
tors and this certificate is subject to any adjustment necessary 
on account of transactions authorized by the Boatd that do 
not require action by the Business Manager. 

Yours very truly, j 
PETERS, SMITH & CO. 







Prepaid Charges and Other Assets: 

Insurance __ $ 1,534.12 

Claim against T. Arthur Smith 

Company _ 120.41 $ 1,654.53 
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72 MOUNT VERNON SEMINARY, INC. 

Statement of Profit and Loss 
Fiscal Year Ending June 30, 1934 


From Regular and Special Courses: 
Income 

Tuition and Board_ 

Music—Piano _ 

Organ, violin and harp_ 

Practice _ 

Voice _ 

Laundry - 

Graduation fees_ 


Less Scholarships 


$160,768.45 

3,000.00 

200.00 

675.00 

1325.00 

2,278.25 

170.27 

$168,916.97 
13,450.00 $155,466 97 


Expenses: 

Salaries 

Academic and administrative_ 

Music _ 

Athletics _ 

Infirmary _ 

Telephone _ 

Special courses_ 

Maintenance of house (Schedule B) __ 
Maintenance of grounds (Schedule C) 

Faculty and students’ board_ 

Automobile expense _ 

Legal fees _ 

General academic expense _ 

Express and parcel post_ 

Gatesley expense_ 

Laundry, general_ 

Laundry, student _ 

Piano and organ expense_ 

Library expense_ 

Chapel expense _ 

Office supplies _ 

Telephone _ 

Pensions _ 

Home economics expense_ 

Lecture expense _ 

Depreciation—Library _ 

Entertainment _ 

Travel _ 

Bad debts _ 

Corporation expense _ 

Publicity _ 

Laboratory expense _ 

Athletics expense _ 


$ 36,996.16 
3,937.87 
2,341.24 
2,025.04 
1,320.00 

3,597.60 $ 50,217.9?. 


43,587.20 

3,446.98 

17,213.0$ 

1,110.40 

392.70 

100.20 

1.70 

959.54 

1,452.80 

1 ^ 693 ? 

130530 

8837 

230.00 

23653? 

1,052.45 

2,000.00 

518.60 

95.00 

97.1$ 

143.90 

72.4$ 

624.99 

20.00 

138135 

9.96 

1030 $13036836 


— ■ I 

Gross profit from regular and special courses 


$ 25,098.41 
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73 MOUNT VERNON SEMINARY. INC. 

Statement oj Profit and Loss 
Fiscal Year Ending June SC), 1934 

Gross profit from regular and special courses . — 

Investment and Financing, Income and Expenses: 

Interest _ S14.500.50 

Insurance _ 1,534.12 

Taxes _ 10,649.83 


Income 

Income from investments 


S26.6S4.45 
S 352.62 


Net income from Non-Academic Sources (See Sched¬ 
ule A) _ 


S25.098.41 


S26.331.83 
S 1,233.42 
S 7,016.67 


Net operation profit for fiscal year 


S 5,783 25 
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j 

Schedule A 

MOUNT VERNON SEMINARY, INC. 

Schedule of Non-Academic Income and Expenses \ 


Fiscal Year Ending June SO, 

1934- 


Infirmary: 

Income 

Expense .. 

_ $ 3,129.75 

_ 537.01 

Net 

Profit 

$ 2392.74 

% of Profit 
to Gross 
Income 

8234 

Horseback Riding: 

Income ... 

Expense _ 

_ $ 220.00 

_ 165.00 

55.00 

25.00 

Laundry — Students' Extra: 
Income 

Expense . . 

_ S 1,084.49 

_ 974.91 

10938 

10.10 

Music: 

Income . ... 

Expense . _ 

_ S 206.44 

_ 240.57 

34.13 

1633 

Sewing Room: 

Income __ _ 

Expense __ __ 

S 615.89 
_ 335.04 

28035 

45.60 

Sightseeing: 

Income _ _ . 

Expense 

_ $ 590.00 

_ 225.50 

36430 

61.78 

Studio: 

Income . _ _ . 

Expense . _ _ 

_ $ 257.92 

_ 327.05 

69.13 

26.80 

Transportation: 

Income . _ __ _ 

Expense __ _ 

_ $ 2373.90 

_ 1.400.15 

973.75 

41.02 

Students' Casualty Insurance: 
Income _ __ 

Expense __ . 

_ $ 244.00 

_ 196.00 

48.00 

19.67 

School Books and Supplies: 
Income 

Expense _ _ _ _ 

_ $ 3,360.96 

_ 3,056.08 

304.88 

9.07 

Cleaning: 

Income _ _ 

Expense 

- $ 29135 

_ 236.44 

55.11 

18.90 

Shampooing ; 

Income _ __ 

Expense 

_ $ 47.91 

— _ None 

$ 47.91 

100.00 

Costumes: 

Income _ __ 

Expense 

_ $ 7,281.15 

_ 5,99334 

$ 1387.61 

17.68 


$ 1 , 000.00 


Field House Notes: _ 

Total Non-Academic Income __ 


$ 7.016.67 
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Schedule B 

MOUNT VERNON SEMINARY, INC. 
Schedule of Maintenance of House Expense 
Fiscal Year Ending June 30, 1934 


Light, fuel, ice and water_ S 5,736.04 

Wages and salaries_ 10,266.64 

Servants' board _ 5,737.70 

House repairs_ 325.93 

House sundries _ 970.35 

Furniture repairs- 43.50 

Depreciation—Furniture and Fixtures_ 9,523.76 

Depreciation—Buildings _ 10.9S3.2S 


S 43.5S7.20 


Schedule C 

MOUNT VERNON SEMINARY, INC. 
Schedule of Maintenance of Grounds Expense 
Fiscal Year Ending June 30, 1934 


Sundries 
Wages _ 


$ 3.446.98 


$ 443.7S 

3.003.20 


Schedule D 

MOUNT VERNON SEMINARY, INC. 
Schedule of Restaurant Expense 
Fiscal Year Ending June SO, 1934 


Provisions _ 

Wages and Salaries_ 

Expense _ 

Distribution: 

To Maintenance of House—Servants’ 

Board (Schedule B) _ 

To Faculty and Students’ Board ___ 


Charges Distribution 
$14301.11 
7,347.66 
1.302.01 


$ 5,737.70 
17,213.08 


$22,950.78 


$22,950.78 



















I 
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Exhibit L 

74 MOUNT VERNON SEMINARY 

Balance Sheet—June 30, 1936 
Assets 

Current Assets: 

Cash 

On hand and in general account — $ 29,638.77 

J. D. Cole, Special Account_ 2,135.47 $ 31,774.24 

Accounts Receivable 

Students’ Accounts 1934-1935 - $ 3,382220 

Students’ Incidental Accounts 1934- 
1935 _ 3,495.02 


School Books and Supplies Inventory- 

Restaurant Inventory - 

Securities _ 

Hutton Accounts - 

Fixed Assets (At cost less depreciation): 

Land _ 

Buildings _ 

Furniture and Fixtures- 

Library -- 

Automobiles _ 

Prepaid Charges: 

Prepaid Insurance- 


6,877.76 

613i4 

143.01 

9,711.25 

6,000.^0 $ 55.119.50 


$285,378.70 

390,088.05 

14,580.62 

718.20 

615.90 $691,381.47 


$ 1.381.63 
$747,882.60 


75 


MOUNT VERNON SEMINARY 
Balance Sheet—June 30. 1936 
Liabilities 


Current Liabilities: 

Accounts payable 

Trade _ 

Costumes paid in advance 

Accrued interest_ 

Accrued piano rental- 

Accrued taxes (see note) 

Notes payable _ 

Registration Fees _ 


$ 1,305.08 
1,097.00 
2,999.19 
225.00 

22,661.18 $ 28,287.45 


71,60125 

2,125.W $102,013.70 


Mortgages Payable: -- 

Net Worth: 

As at July 1, 1934 --- 

Accounts Receivable prior year written 
off _ 


Plus Net Profit for Year 


$479,998.80 

6,471.65 


$167,500.00 


$473,52745 

4341.75 $478368.90 


$747382.60 

Note:— Accrued taxes amounting to $22,661.18 represent District of Columbia 
Real Estate Taxes plus penalty, which is subject to litigation. 
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76 MOUNT VERNON SEMINARY 


Statement of Profit and Loss 
Fiscal Year Ending June 30, 1935 

Income from Students and Other Sources: 

Tuition and Board -- $166,013.74 

Music—Piano _ 3,025.00 

Organ, violin and harp- 300.00 

Practice _ 723.75 

Voice ___----- 3,675.00 

Income from extra curricula, inci¬ 
dentals and activities 

Home Economics - S 805.00 

Athletics_ 1,195.00 

Studio _ 1,740.67 

Laboratory _ 214.00 

Church Fees_ 1,055.00 

Incidentals (See Schedule A) _ 8,295.01 

Medical Insurance Commission_ 37.59 

Continuation School _ _ 1,111.09 14,453.36 


Laundry’ _ 2,462.50 

Graduation Fees_ 290.22 

Income from Investments plus discounts 1,310.09 


Less Scholarship* 


$192,253.66 

6,150.00 $186,103.66 


Expenses: 

Salaries 

Academic and administrative (Fac¬ 
ulty. office force, etc.) _ $ 44,608.65 

Music _ 4,962.04 

Athletics _ 2,527.94 

Infirmary' _ 2,117.48 

Telephone _ 1,447.25 

Special Courses _ 1.400.00 $ 57,063.36 


Maintenance of House_ 52,735.63 

Maintenance of Grounds_ 3,924.04 

Faculty and Students’ Board_ 21,376.51 

Automobile expense_ 1,459.74 

General academic expense_ 239.09 

Express and parcel post __ 52.52 

Gates ley expense_ _ 1,514.29 

Laundry’—general _ 1,369.07 

Laundry—students’ _ 1,347.80 

Piano and organ expense _ 1,097.57 

Library expense . _ -- 128.57 

Chapel expense _ 220.00 

Office supplies, printing and advertising 3,831.08 

Telephone and telegraph__ 1,334.09 

Pensions - — 2,000.00 

Home economics expense_ 444.06 

Lectures _ 233.50 

Depreciation—Library __ 60.13 

Depreciation—Automobile _ 131.04 


Carried forward 


$150,562.09 $186,103.66 
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77 MOUNT VERNON SEMINARY 


Statement oj Profit and Loss 
Fiscal Year Ending June 30, 1935 


Brought forward 

Entertainment _ 

Travel _ 

Corporation expense _ 

Publicity _ 

Laboratory _ 

Athletics _ 

Field House rental_ 

Loss on Activities_ 

Commissions paid_ 

Board of Trustees_ 

Theatre and concerts _ 
Tutoring _ 


$150,562.09 $186,103.66 
$ 82.00 
78^85 
45!00 
2,557150 
106140 
133165 
800100 
36.00 
250100 
15.00 
237157 

4150 $154,908.56 


Gross Profit from Operations 
Capital Expenses: 

Interest _ 

Taxes _ 

Insurance _ 


$ 31,195.10 

$ 13,564132 
12,061 j47 

727156 $ 26,353.35 


Net Profit to Surplus 


$ 4341.75 
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78 Schedule A 

MOUNT VERNON SEMINARY 

Schedule oj Non-Academic Income and Expenses 
Fiscal Year Ending June SO, 1935 


Infirmary: 

Income _ _ - 

Expense ---- 

$ 5,335.52 
1,698.92 

Net 

Profit 

$ 3.636.60 

% oj Profit 
to Gross 
Income 

68.16 

Horseback Riding: 

Income _ - - - 

Expense -- .~ .. . -- 

$ 564.25 

483.75 

8030 

1427 

Laundry — Students' Extra: 

Income _ — _ — 

Expense - - _ - - - - - 

$ 720.61 

648.55 

72.06 

10.00 

Music: 

Income _ 

Expense - 

S 271.12 
283.66 

12.54 

4.62 

Sewing Room: 

Income _ _ ~ _ 

Expense _ _ _ - 

$ 579.16 

364.29 

214.87 

37.10 

Sightseeing: 

Income -- -- 

Expense __ __ — 

$ 1,132.65 
400.40 

732.25 

64.65 

Studio: 

Income _ _ 

Expense . 

$ 368.12 

483.87 

115.75 

31.44 

T ransportation ; 

Income __ — 

Expense . . _ - 

S 3,310.99 
2344^2 

466.17 

14.08 

Cleaning: 

Income _ _ _ __ 

Expense 

$ 329.60 

26738 

61.72 

19.73 

Books and School Supplies: 

Income . _ .... .. 

Expense _ . . .. . - 

$ 4,040.99 
3,981.95 

59.04 

1.46 

79 Costumes: 

Income - _ - - _ 

Cost - - _ . .. 

$16333.48 

14313.72 

2,019.76 

12.00 

Tea House Notes retired _ _ - _ . 

S 1.000.00 

1,000.00 

100.00 

Shampooing — -- 

Excess oj Collections on Xmas Fund _ 
Total Non-Academic Income- 


53.68 
26.65 
$ 8.295.01 

100.00 
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80 Schedule B 

MOUNT VERNON SEMINARY 

Schedule of Maintenance of House Expense 
Fiscal Year Ending June SO, 1985 


Light, fuel, ice and water_j— $ 8,028.36 

Wages and salaries_j— 10,65987 

Servants Board _1— 7,125.50 

House repairs_l— 3865.02 

House Sundries _ j — 1,938.20 

Furniture repairs -j— 303.00 

Depreciation—Furniture and Fixtures_— 9,541.76 

Depreciation—Buildings _1— 11,273.92 


$52,735.63 


81 Schedule C 

i 

MOUNT VERNON SEMINARY 

Schedule of Maintenance of Grounds Expense 
Fiscal Year Ending June SO, 1935 

Sundries _i-$ 92289 

Wages __3,001.15 

$3,924.04 


82 Schedule D 

MOUNT VERNON SEMINARY 


Schedule of Restaurant Expense 
Fiscal Year Ending June SO, 1935 

Charges 


Provisions - $18,665.66 

Wages and Salaries _ 8,125.46 

Expenses _ 1.71089 

Distribution: 


To Maintenance of House—Servants’ Board 

(Schedule B) _ 

To Faculty and Students’ Board_ 

$28,502.01 

83 Opinion of the Court 


Distribution 


$ 7.12580 
21.37681 

$28,502.01 


Filed July 2. 1937 

* ' * * * * * ! * 

The plaintiff was incorporated under the law jwhich pro¬ 
vides that it | 

“shall hold the property of the institution solely for 
the purposes of education, and not for the individual 
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benefit of themselves (the incorporators) or of any 
contributor to the endowment thereof.” 

The claim for exemption from taxation is based chiefly 
upon the Act of 1902, which provides: 

“Property used for educational purposes that is not 
used for private gain shall be exempt from taxation, 
and all other property used for educational purposes 
shall be assessed and taxed as other property is assessed 
and taxed.” 

It is conceded by the defendant that all the property of 
the plaintiff is used for educational purposes. The receipts 
of the plaintiff have in recent years exceeded its expenditures, 
resulting in a net profit to the institution, but none of this 
has gone to the incorporators nor to any contributor to its 
endowment. The defendant contends that the words “Pri¬ 
vate gain” include any gain to the plaintiff institution. The 
effect of this contention w r ould evidently be that the question 
of exemption from taxation would depend upon whether the 
income of an educational institution exceeded or fell below 
its expenditures. I do not think that this was the intention 
of Congress. 

Defendant also argues from previous acts of Congress that 
only an educational institution operated for charity in the 
eleemosynary sense of the word wrould be embraced in the act. 
It is true that only pupils acceptable to the management are 
admitted to the school, and that a rather high rate of tuition 
is charged, but the language of the statute is not ambiguous 
but plain. “Prior acts may be resorted to, to solve, 
84 but not to create, an ambiguity.” Hamilton v. Rath- 
bone, 175 U. S. 414, 421. 

The Act of 1934 under which the Commissioner of Inter¬ 
nal Revenue ruled that the plaintiff was exempted from taxa¬ 
tion employs substantially the same language as that of the 
Act of 1902. 

“Corporations, * * * organized and operated exclu¬ 
sively for religious, charitable, scientific, literary, or 
educational purposes * * * no part of the net earnings 
of wdiich inures to the benefit of any private share¬ 
holders or individual” shall be exempt from taxation. 
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! 

The motion of the defendant for a finding in favor of the 
defendant is overruled and an exception noted. 

The plaintiff is entitled to judgment. 

JENNINGS BAILEY, 

Justice. 

i 

i 

i 

District Court of the United States for t)ie 
District of Columbia 
Friday, July 2, 1937 

I 

Session resumed pursuant to adjournment, Hon| Jennings 
Bailey, Justice, presiding. 

* * * * * • I * 

This cause having been heretofore duly argue<ji and sub¬ 
mitted to the Court, the Court this day finds for the plaintiff 
in the sum of Twenty-two Thousand Eight Hundred Thirty- 
four Dollars and Seventy-eight Cents ($22,834.78) with in¬ 
terest thereon from July 31, 1935, to date of payment. 

And thereupon, the motion of the defendant for a finding 
in favor of the defendant is hereby overruled and an excep¬ 
tion is duly noted and allowed. 

Whereupon, upon consent of counsel for both parties here¬ 
in the time within which to file a motion for a new trial is 
expressly waived and judgment on this finding is ordered. 

i 

So Wherefore, it is considered that plaintiff recover of 

the defendant herein the sum of Twenty-|two Thou¬ 
sand Eight Hundred Thirty-four Dollars and Seyenty-eight 
Cents ($22,834.78) with interest thereon from Juty 31, 1935, 
to date of payment, together with costs of suit tb be taxed 
by the clerk and have execution thereof. 

From the foregoing judgment the defendant by its attorneys 

I 

of record, in open Court, notes an appeal to the United States 
Court of Appeals for the District of Columbia. 
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Assignments of Error 
Filed July 16. 1937 

******* 

The Court erred as follows: 

1. In overruling defendant’s motion for finding for the de¬ 
fendant. 

2. In failing to sustain defendant’s motion for finding for 
the defendant. 

3. In refusing to hold that the property of the plaintiff 
was used for private gain. 

4. In holding that the property of plaintiff, both real and 
personal, w*as exempt from taxation. 

ELWOOD H. SEAL, 

W. 

Corporation Counsel, D. C. 
VERNON E. WEST, 

Principal Assistant Corporation 
Counsel, D. C. 

CHESTER H. GRAY. 

Assistant Corporation Counsel, D. C. 
Attorneys for Defendant. 

Service of copy of foregoing Assignments of Error ack¬ 
nowledged this 16th day of July, 1937. 

ARTHUR J. PHELAN. 

Attorney for Plaintiff. 

86 Memorandum 

July 22, 1937 

Proposed Bill of Exceptions and notice filed 
District Court of the United States for the 
District of Columbia 

Friday, September 17, 1937 


As of Aug. 12 
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i 

Session resumed pursuant to adjournment, Hon. Jennings 
Bailey, Justice, presiding. 

* * * * * * i * 

Come now the parties hereto by their respective attorneys 
of record, and thereupon, the defendant by its attorneys sub- 

I 

mits to the Court its Bill of Exceptions taken at the trial of 
this cause and prays that the same be signed and made of 
record, nunc pro tunc, which is hereby accordingly done. 

I 

Designation of Record 
Filed July 16, 1937 

* * * * * * * 

Now comes the District of Columbia, a Municipal Cor¬ 
poration, the appellant in the above entitled cause, and des¬ 
ignates the parts of the record which it desires to have in¬ 
cluded in the transcript, said parts being considered sufficient 
for the determination of the questions raised on appeal, 
namely: 

1. The Plaintiff’s Declaration, the accompanying exhibit 
being attached to the Stipulation of Facts as an exhibit thereto. 

2. The Defendant’s Plea. j 

3. Stipulation of Facts. 

4. Opinion of the Court. 

5. Judgment of Court for Plaintiff for $22,834.78, 
87 with interest and costs. 

6. Note of Appeal. 

7. Assignments of Error. 

8. Bill of Exceptions. 

9. This Designation. 

ELWOOD H. SEAL, ! 

W. | 

Corporation Counsel ,! D. C. 
VERNON E. WEST, ! 

Principal Assistant Corporation Counsel, D. C. 

CHESTER H. GRAY, 

Assistant Corporation Counsel, D. C. 

Attorneys for Defendant. 
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Service of copy of foregoing designation of record ac¬ 
knowledged this 16th day of July, 1937. 

ARTHUR J. PHELAN, 

Attorney for Plaintiff. 

88 District Court of the United States 

for the District of Columbia 

United States of America, 

District of Columbia, ss: 

I, Charles E. Stewart, Clerk of the District Court of the 
United States for the District of Columbia, hereby certify the 
foregoing pages numbered from 1 to 87. both inclusive, to be 
a true and correct transcript of the record, according to direc¬ 
tions of counsel herein filed, copy of which is made part of 
this transcript, in cause No. 86114 at Law, wherein Mt. Vernon 
Seminary, a Corporation, is Plaintiff and the District of Co¬ 
lumbia, a Municipal Corporation, is Defendant, as the same 
remains upon the files and of record in said Court. 

In Witness W^hereof, I hereunto subscribe my name and 
affix the seal of said Court, at the City of Washington, in said 
District, this 18th day of October, 1937. 

[seal] 

C. E. STEWART, 

Clerk. 

89 In the District Court of the United States 

for the District of Columbia 

Law No. 86,114 

Filed Aug. 12, 1937 

Charles E. Stewart, Clerk 

Mount Vernon Seminary, a Corporation, 

3801 Nebraska Avenue, Northwest, Washington, D. C. 

Plaintiff. 

vs. 

District of Columbia, a Municipal Corporation, Defendant. 

Bill of Exceptions 

Be it remembered, that the above entitled cause came on 
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for trial May 5, 1937, before Mr. Justice Jennings Bailey, on 
a stipulation of the facts, which stipulation was filed with the 
Court on May 5, 1937, both parties having waived, in writ¬ 
ing, a jury. The plaintiff, upon the filing of the stipulation 
of facts, rested its case. Thereupon counsel for the defend¬ 
ant moved the Court to find for the defendant on the grounds 
that, under the facts stipulated, the property of ihe plaintiff 
educational institution was used for the private gain of the 
plaintiff corporation, and that there was no consideration for 
the claimed exemption. After argument by couhsel for the 
defendant the case was continued, and counsel for doth parties 
filed briefs in support of their respective positions. There¬ 
after, the Court took the case under advisement. Thereafter, 
on July 2, 1937, the Court made the findings and conclusions 
contained in a memorandum filed July 2, 1937, overruled the 
motion of the defendant for a finding for the defendant, and 
ordered judgment for the plaintiff. To the overruling of this 
motion the defendant noted an exception. No evidence, other 
than the stipulation of facts, was introduced by plaintiff. No 
evidence was introduced by defendant. 

And thereupon and as said exceptions! were duly 
90 noted and allowed as aforesaid and duly entered upon 
the Minutes of the Court and because the matters and 
things hereinbefore recited are not matters of recotd, in order 
to make the same a part of the record herein, which is hereby 
ordered, so that the defendant may have its case reviewed on 

i 

appeal, the defendant, by its attorneys, moves itye Court to 

I 

sign and seal this, its Bill of Exceptions to havfe the same 
force and effect as if each of its said exceptions haji been sep¬ 
arately signed and sealed, which motion is granted by the 
Court; and thereupon the defendant tenders this; its Bill of 
Exceptions, and requests the Court to sign and seal the same, 
which is accordingly done, now for then, this l£th day of 
August, 1937. ! 

JENNINGS BAILEY. 

Justice. 


74 DISTRICT OF COLUMBIA VS. MT. VERNON SEMINARY 


Satisfactory as to form: 

JOHN W. GUIDER, 

ARTHUR J. PHELAN, 

Attorneys for Plaintiff. 

ELWOOD H. SEAL, 

VERNON E. WEST, 

CHESTER H. GRAY, 

Attorneys for Defendant. 

91 In the United States Court of Appeals 

for the District of Columbia 

No.- 

District or Columbia, a Municipal Corporation, Appelant, 

b vs. 

Mount Vernon Seminary, a corporation, 

3801 Nebraska Avenue, N. W., Washington, D. C., Appellee. 

Stipulation 

It is hereby stipulated and agreed by and between counsel 
for the appellant and counsel for the appellee in the above 
entitled cause, that the following exhibits attached to and 
made a part of the stipulation of facts entered into between 
the respective parties may be omitted from the printed Tran¬ 
script of Record in the United States Court of Appeals for the 
District of Columbia: Exhibits Nos. 5, 6, 7 and 8, being 
catalogs of Mount Vernon Seminary; and all of Exhibit No. 
3, (By-Laws of Mount Vernon Seminary, Inc.,) except para¬ 
graph No. 15, entitled “Dividends.” 

It is expressly understood and agreed between the parties 
hereto that reference may be made in briefs and arguments 
to the omitted exhibits, or any portion thereof. 

ELWOOD H. SEAL, 

VERNON E. WEST, 

CHESTER H. GRAY, 

Attorneys for Appellant, 
JOHN W. GUIDER, 

ARTHUR J. PHELAN, 

Attorneys for Appellee. 
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